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ABSTRACT 



Appropriate for secondary school social studies, this 



booklet covers the causes, problems, and possible solutions for the 
high cost of American health care. The topic is discussed in five 
sections. The first section, "The $350 Billion Health Care Bill," 
discusses how the nation's priority on health care has led to the 
emergence of medicine as America's leading growth industry. "RX for 
High Medical Bills: More Competition" discusses changes which would 
encourage consumers and providers to be more cost conscious. "The 
Government's Role" considers how costs could be confined by 
redefining that role. "The High Cost of Heroic Measures" questions 
whecher the costs of new procedures are always justified. "Putting i 
Priority and a Price Tag on Health Care" deals with the need to 
humanely weigh the costs and benefits of medical care. Two 
self -admi n i stered questionnaires intended for completion before and 
after participation in a public forum or reading the booklet are 
included as well as a list of recommended readings. (IS) 
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The Soiling Cost 
of Healllipire 



As you begin t«mcad this book from the Domestic Policy AsscHriation, you are joining thousands of 
Americans whoOTfc participating, in communities all across the country, in the third season of the 
National Issues Forum. This is a collaborative effort to achieve an ambitious goal — to bring 
Americans together every year to address urgent domestic issues. 

This series was conceived and organized by the Domestic Policy Association, which represents the 
pooled resources of a nationwide network of organizations — including libraries and colleges, museums and 
membership groups, service clubs and community organizations. It is an effort that has a special 
significance in an election year. The Domestic Policy Association does not advocate any specific point of 
view. Its goal is not to argue the merits of particular solutions, but to stimulate debate about what is in the 
public interest. The National Issues Forum is not another symposium for expert opinion, or an occasion for 
partisan politics. Rather, it provides a forum in which concerned citizens can discuss specific public issues, 
air their (lif lerences, think them through, and work toward acceptable solutions. 

F'ach year, the convenors of this nationwide effort choose three domestic policy issues for 
discussion. This year's topics are environmental protection, health care costs, and jobs and the jobless. 
These are urgent issues that have been prominent in the news. In each of these areas new realities have to be 
faced, and important choices made. To address them is to raise serious questions about our values and 
priorities; they cannot be viewed only f rom the perspective of particular interests or partisan politics. 

There is an issue book like this one for each of the topics. These issue books are intended as a guide 
to the debate. They provide a menu of ch' 'ces. Unlike .so many partisan di.scussions, these menus come 
with a price tag attached. 

As the people who have participated in the National Issues Forum over the past two years know, the 
(brum process doesn t begin and end in local meetings. The DPA schedules a series of national meetings 
each year to convey to elected leaders the views that emerge from these meetings. One of those meetings 
will take place this coming spring at the John F. Kennedy Presidential Library in Boston. The enthusiastic 
response to these forums over the past two years indicates that leaders are interested in your considered 
judgment about these issues. So that your thoughts and feelings can be conveyed in the.se meetings, we have 
provided an issue ballot at the beginning and end of this book. Before you begin reading and after you have 
attended the forums and given some thought to the issue, I urge you to till out those ballots and mail them 
back to us. 

The Domestic Policy As.sociation's goal is to help citizens engage in discussions about what is in the 
public interest. As the editor of these issue books, Fm pleased to welcome you to this common ef fort. 



Keith Melville 
lidiliH-iivC'hict' 
National Issues r'oiiiin 
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NATIONAL ISSUES FORUM 

L The Soaring Cost of Health Care 

One o\ the reasons why people partieipate in the National Issues Forum is that they want leaders to know how 
they feel about these issues. The Doniestie Poliey AsscKMation has promised to eonvey a sense of your thinking 
on the topie of health eare both Iwally and at the national level. In order to present your thoughts and feelings 
about this issue, we'd like you to fill out this short questionnaire hefore you attend forum meetings (or before you 
read this issue b(H>k. if you buy it elsewhere), and another short questionnaire — whieh appears at the end of this 
issue b4>ok after the forum (or after you've read this material). 

The leader at your local forum will ask you to hand in this ballot at the end of the forum sessions. If it is 
iiKonvenient to do that, or if you cannot attend the meeting, please send the completed ballot to the DPA in the 
attached envelope. In ease no envelope is enclosed, you should send this ballot to the Domestic Policy Association 
at I'ar Hills Avenue, Dayton. Ohio 45429. A report summarizing participants' views will be available from 
the DPA next spring. 

Part I: 

J^or each item below, check the appropriate box to indicate if it is something 
! I we should do now 

\ I we should do only //'health care costs keep rising faster than intlation 
I I wc should not do under any circumstance ^ 

Proposals: 



A. Intrciduce more cor.;petition into the health care system: 

1. Hstablish higher deductibles so that patients pay more of their medical 
bills before insurance coverage begins 

CON: Family hiulgcls couUI be strained, cs- 
pcci 'lly in the shorl run. ami sonic niiehl put 
oW .^;kinii the care ihcy nccti 

2. Provide workers with a choice of insurance plans and incentives to shop 
for the insurance thev need 



PRO: WoukI rcrniml people that healthcare is 
soinethnie we pa> lor one wa> or another 



PRO: WouKI put pressure on nisur.niee eoni- 
ptUiies Id Iv nioie eoni|Vliti\ e ami ol ler better 
\ allies 



CON: Called a ''bribe lor employees to dis 
insure themselves*' because those uho need 
the monev iiii^lit opt iov inadequate co\erai!c 



3. l-ncourage people to join HMOs— Health Maintenance Organizations 



PRO: HMOs have a ivci»rd ol providinii eood 
[KMlih v^aie tor a lower [Mice 



CON: l\aicnts would have to i.M\e up their 
laiiiilv docliir 



B. Limit health care cost.s through government initiative.s: 

4, Regulate cosls bs imposing limits on how much doctors and hospiiaK can 
charge 

he the nu»si ihreel wa\ to 



CON: Hos[iitals and doctors miiihl lUi hack on 
the cjuahtv o\ caie tlie> [irovule 



PRO: I his woi 

V nnt.un osts 

5. Make all Medicare and Medicaid recipients pay more ol their own hills 
hctore ci)\crai:o be 'ins 



PRO: Would disuniMye un;K\essai\ use o\ 
\\k health v.ue nxnIcih 



CON: Miuhi preveiil some people. esfvci.dK 
the [)ooi . tiiMii scekmi? tiie c.ne ihev need 

6. Impose higher deductibles on Medicare recipients with higher incomes 

PRO: I ait lo make those who .an alloid to. CON: Snue vkc all pav into Medic.ue. it's p.m 
p l.iu toi siuiic to uet mote beiielils lii.in otiu is 



Should 
Do 
Now 


Only 
If 


Should 
Not 
Do 


Not 

SUfB 


□ 


□ 


□ 


□ 


□ 


□ 


□ 


□ 


□ 


□ 


□ 




□ 


□ 


□ 


□ 




□ 


□ 


□ 


□ 




□ 


□ 
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Proposals: 

7. Require Medicaid recipients to use clinics. HMOs, and other tacilitiej 
with a record ot holding dciwn costs 

PRO: TaxpaNcrs shoiikl unly have io pav lor CON: It the poor are treated differently from 
the nniM elticictU lorins ot treatment everyone else, their care will inevitably be- 

eonie second-rate 



Should SinulJ 

Do Only Hot Not 

Now If Do Sure 

^ □ .□ □ □ 



8. Raise taxes lo pay the inereasing costs of Medicare and Medicaid 

PRO: Anv cutbacks in ihcsc pmiirams would CON: Unlair \o raise taxes when many ol th 
letiparili/e jvt>plcs' tiealth elderly can alltird \o pay nmrc themselves 

C\ Limit heroic measures to contain costs: 

9. Relax malpractice laws to encourage doctors to perform fewer diagnostic 
tests and practice less ^^defensive" medicine 

PRO: Htith Mctensfve" niedicme and the ctist CON: Takes away a patient s right \o sue. the 

ol nuil[iractuv insurance add io health care best prt)teclu)n people have 

nidation 



. □ □ □ □ 



□ □ □ □ 



10. Define strict criteria about who is eligible for very expensive treatments 
such as organ transplants 

PRO: Thtise who wnuld derive the most bene- CON: Some pct^ple will be deprived of lile- 
tit would still iiet these procedures saving care 



□ □ □ □ 



11. Put strict limits on hospitals' ability to buy expensive technology such 
as Cr scanners 

PRO: Such equipment is usuallv available m CON: Such equipment might not be there ttir 
nearbv ht»spitals thtise whii need it 



□ □ □ □ 



Part II: 

Indicate whether you favor or oppose each of these measures. 

12. institute a national health insurance program that would 
guarantee health inscrance for all Americans 

13. l-Apand Medicare to provide catastrophic illness protec- 
lu>n to all recipients 

14. l-Apand Medicare to cover the cost of prescriptions, eye- 
iilasses. and hearing aids 

Part III: 

liackground Questions 

15. Did \ou participate in a Dl^A forum last vear? 

>ics' M 

Nti i 1 

16. Dill you ioi will \ou) participate in DPA fi)r- 
imis Dti olher topics this vear? 

Yes ' i I 

N.) : i 



Favor 



Oppose 

rj 

LJ 

u 



Not Sure 



[J 



17. Which of these ago groups are you in? 

Under IS U 

IS to 29 □ 

30 to 44 I J 

45 to M I J 

65 and over (.. J 

18. Are you a man or a wonnm.' 

Man □ 

Woman 1. J 
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THE DOMESTIC POLICY ASSOCIATION 

The Domcsiic Poljc)i»Ass(KMati()n is a nonprofit, nonpartisan 
asMK'iaiion devoted to raising the level of'pubtie awareness and 
discussion about important public issues. It consists of a na- 
tionwide network of institutions — colleges and universities, 
libraries, service clubs, membership groups, and civic organ- 
izations — that bring citizens together to discuss public issues. 
The DPA represents their joint effort to enhance what they al- 
rcatly do by working with a common schedule and common 
miitcrials. In addition to convening meetings each fall in hundreds 
ot communities in every region of the country, the DPA also 
convenes meetings at which it brings citizens and national lead- 
ers together to discuss these issues and the outcome of com- 
munitv torums. 

luich year, participating institutions select the topics that 
will be discussed in the Issue Forums. On behalf of the Do- 
mestic Policy Association, the Public Agenda Fourtdation — a 
nonprotu. non|)artisan research and education organization that 
devises and tests new means of taking national issues to the 
public prepares issue books and discus.sion guides for use 
in these U^rums. 'Ihe Domestic Policy AsscK'iation welcomes 
questions aboul the program, and invites individuals and or- 
LMmzatuMis miercsied in joining this network to write to: The 
Domestic Associaiiim. Far Hills Avenue. Davmn. 

<)hio4S4:^i 
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The $350 Billion 
Health Care Bill 



/^/^ I his nation has put a 
X ^ priority on health care, 
and as a result this has 
been America's leading 
jjrowth industry. The 
question is how to curb 
its appetite for 
additional resources. 



This past January, Margarcl Heckler, Sccrciary Dl'thc IX^parinient 
ol Health and Human Services, called a press Lonterence to 
present a report on the nations health. Pointing to charts that 
showed improvements in life expectancy, infant mortality, and 
the death rate attributed to heart disease, she asserted that "the 
nation^ health is better than ever. We are living longer, we are 
living healthier, and we arc providing the benefits of our 
unparalleled health care system more widely and more 
equitably." 

There is no question that Americas health care system is 
impressive, f-or the past decade, it has been the countiy s leading 
growth industry. 'Hial expansion began in the immediate postwar 
years, when there was a widespread sense that too little was 
being done to provide for the nation s health, that more of our 
resources as a nation should be devoted to medical research, 
the training of doctors, and the construction of new health care 
facilities. Wc were becoming a more prosperous nation, and 
many people fell that some of the fruits of that prt)sperity should 
b\: spent to improve the nation's health. 

lixpenditures in the area of health began to increase steadily, 
from 4.4 percent of the gross national pnxluct ~ the total amount 
spent on goods and services — in 1950 to 7.6 percent in 1970. 
Today, in 1984, the share of the gross national product devoted 
to health care is more than 10 percent. Which is to .say that one 
dollar out oT every ten that wc spend in this country goes toward 
protecting our health or seeking medical treatment. That amounts 
to more than $350 billion a year. 

As Mrs. Heckler s chans showed, the increasing share of 
the nation\s wealth devt)ted to health care over the past tour 
decades has led to some real improvements. Life expectancy 
for Americans has risen from 63 years to more than 74 years. 
[nl:;nt mortality has been reduced by more than half over the 
past twenty years. There is now an intensive care burn unit for 
every one million Americans, compared to one unit for every 
twenty million Americans just two decades ago. There has been 
a similar increase in the number of speciali/.ed coronary care 
units. There have kvn brtMkthroughs in tliagnostic technologies 
- such as C\ scanners, which rctlucc the nec\l for risky and 
costly exploratory surgery, llic use of antihypertensive drugs 
has brought about a tirastic reduction in both death rates and 
severe complications from high blood pressure. Since 1970. as 
Mrs. Heckler remarked, there ha.s been an '"ama/ing" 40 percent 
drop in the death rale from strokes. In brief, the nation^ 
investment in health care lias helfvd to extend the lives of millions 
of people, and it has improvcti the qualitx of life for millions 
more. 
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Extending Health Insurance Coverage 

One of the most signilicam changes since the postwar \ears is 
in the number of people who can af f ord qualit\ health care. In 
19S(), only half of the American people had adequate n^surance 

9 



lor hospital rclalcd expenses. Since then, the percentage of 
Aineiicans ct)\ered by private heahh insurance policies has 
increased \er> rapidiv, to the point where most of the working 
population and their tamilics are protected. 

In President Johnson signed legislation designed to 
provide health insurance for two grou|>s that are olten not covered 
b> private health insurance plans, the poor and the elderly. 
Medicaid, a program to whim txuh federal and state governments 
contribute, provides medical service for the poor. Medicare 
pa>s lor most of the medical costs of those over 65 — people 
who t\picall\ ha\e im\\ a nuxlest income but high health care 
costs In I ^^72. Medicare ^'overage w as extended to the severely 
disabled and the blind, and later to those requiring kidney dialysis 
and kidne> transplants. 

Thanks to these [irogrums. man> Americans have been 
able to benehi liom high-quality medical care, regardless of 
their personal wealth. This has been especial ly true for people 
with life threatening medical conditions, Niich as kidney failure. 
As recently as fifteen >ears ago, most victims of kidney failure 
simpiv died. "I'oda>, Medicare pays most of the bill for dialysis. 
Because ol medical innovations such as cataract surgery, artificial 
loints. and heart pacemaker^, which Medicare pays for, many 
people are now able t(^ live happil> and productivel> until well 
intn their SOs. The .Medicaid program h;is been somewhat less 
successful. /\s Mrs. Heckler pointed out., there is still a 
"distressing" burden of death and disease among the nations 
ptu>r. Blacks and either minorit> groups suffer a "persistent and 
ctmtinuin]; disparit> in the burden of dealh, illness and 
disahilit)." But, as she put it, "the situation is improving. We 
are making pmgress/* 

In all, o\c\ the past generation, many Americans have 
gained prt>tecti<Mi from the potentially severe linaneial burden 
of seeking medical treatment, 'fhrough private msurance plans 
or giuernmcnt provided health care plans, most people are now 
insulated \ rom the cost ol medical care a the time it is needed. 

Soaring Costs 

But there is a jiroblem and the problem is money. In recent 
years this nation has heen disco\enng the high cost of extending 
health cure protection to such a large portion ol the population. 
(\insider what has hapjXMied with the Medicare and Medicaid 
piograms I. ike man\ other entitlement pri>grams, their actual 
expense luis tar exceeded prt>iected cosis. Take Medicare, lor 
example. When Congress lirst passed the Medicare program, 
which entitled evervone overdo \o hospital care, it was estimated 
that Medicare winild cost Ss.S billion b> I WO. I'.xpenditures 
passed that ligurc m ^^7^. onl> eight xoars alter the program 
Ivotin lhe\ dmihlcd between P>74 and P>7u. and again In 

1 he question now is whether MeLliCiiiv will be hanknipt 
h\ the program's trustees recentiv repiutcil that the 




'' The nation's health is 
better than ever. We 
are living longer, we 
are living healthier, 
and we are providing 
the benefits ol our 
unparalleled health 
care system more 
widely and more 
equitably.'' 



a. 
< 
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Soaring Costs of Health Care 




"Over the past two 
decades, the nation's 
medical care bill has 
jjrown more than 
tenfold — from 
$27 billion to more 
than $350 billion. Unless 
changes are made, we 
will continue to spend 
more and more on 
medical care." 
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hospital insurance fuiul will be cxhaiistal b\ then ii cxisiing 
laws arc noi chaniictl. C\)ngrcss must tkx idc w hcthcr to increase 
taxes in order to pay the high cost ol Medicare • and ol 
Medicaid, which faces a similar problem or to reduce benefits. 

But the crisis of the Medicare system is merely a reflection 
of the larger problem of health care cost inllation. Several 
startling statistics indicate how »ast these costs have been 
accelerating. Over the past two decades, the nation s medical 
caie bill nas grown more than tenfold from %11 billion to 
more than %^5{) billion. The cost of an average stay in the 
hospital has soared from about .S(>7() in l^^7l to more than $2.(XX) 
toilay. While the rate of increase in health care costs has slowed 
down somewhat recently, costs continue to grow at a rate that 
is far higher than the rate of inllation. \[ seems clear that unless 
changes are made, we will continue to spent! more and more 
on medical care — - and as a consequence limit what is available 
for atlwr social goods. 

It is not just the federal government that is caught in the 
pinch of escalating health care costs. Consider the problem 
facing the Chrysler C\)rporation. This year. American business 
will spend $70 billion on health insurance. The portion of it 
that Chrysler will spend is roughly $400 million, which add.s 
about $(}(K) to the cost of every ear the company manufactures. 
Hie company has unusually generous benetits. and pays bcnelils 
to an unusual number of retired workers, so Chryslers costs 
for insurance premiums are higher than most companies pay. 
about $().(XK) per employee, which is three times the national 
average. But the crunch that the company feels is typical of fhe 
situation of American bu.siness in general. Chrysler s problem 
is the result of the same forces that have led to the crisis of the 
Medicare system. 

In the \^)5()s and l%Os. C^hrysler Coijjoration - like the 
American economy as a whole - was tloing quite well. As 
Chrysler s current chairman, l,ee laciKca. recently remaiked, 
•*We were a golden gix)se business. Wo were rich, fat and sloppy. 
Health care costs weren't so great then, and the company was 
making a ton t)f money.'' So. like the other major automobile 
iiianu<acturers. Chrysler agreed to a generous health insurance 
|H)lic\ which co\ers the entire cost of hospitalization and medical 
tests, and most of the cost of outpatient dental. ps\ehiatric. 
\ ision. and hearing care. l-or retired workers and their spouses, 
the company's insurance plan pa\s almost e\er\thing that isn't 
ancreil b\ Medicare. 

Then, in the mid-M^7()s. insurance premiums for health 
care started to rise- lU the late M^7()s. lorChrvsler and many 
other American firms, the cost ot medical insurance \\as rising 
taster than anv other major business expense. l-ndersiandabK. 
dirNslet's einploxees weren't about lo aLMve to modilications. 
I hey argueil that health tvnclits were a right ihev 'd won through 
eolleetive tiai::ainini: A-s union tiead Douj^tas l-raser put it. 
"Health henelits are sacred jiround " lodav. Chr\s|er Jike l-ord 
aruKiencial Motor-^. is planning? ui its iK \t contiaet neiiotiations 




to ask patients covciul umki Ms iiialiLal plan to pay pan of 
ihcir o\|KMiscs tor JcKtors and lu>s[)itali/ation. liut that chan^ic 
IS rcuarilcvl as nothing more than a stopgap measure. As eompany 
chairman Lee laeivea warns, if the nations heahh eare systejii 
isn't re\ ain|Kd. ''you're goinu to see a lot ol broke companies, " 

The Third-Party Health Trap 

Whu pavs the S.^?^0 billion health care bill * Patients and their 
tamilics pa> onl\ a small part of it directly. On the average, 
tlie public pa\s onl> about .^l) cents ol every lieallh care dollar 
out ol Its pocket, and e\en less (about ten cents on the dtillar) 
lor hospital cost. Most ot those costs are [mid lor by Medicare 
and Medicaid, and private health insurance plans, hi other words, 
a laiL'c part o\ the health care dollar, and about 91) percent ol 
tlic cost ol hospital -care, comes Irom ' Hhird-party" payers 
and not directU Irom the piickets ol patients who receive care. 

liccausc we're insured, wc tend to iliink oi liealtli care 
cosis .IS what we pa\ i>ut lil our own [dockets lor an ollicc 
Nisii, A [ircscn|Mion. lor our share ol a hospital ImII. But the 
triuh IS that one wa> or another, the average family docs end 
u|i pa>mg a hwyc share ol the tota' health care bill. We [niv 
thiiuigh iUii sluirc ol Icderal taxes that su|i|n)rt the ct»sts ol the 
Medicare and Medicaid iirograrns. We pa\ through our share 
111 slate and ciuint> laves to suf^piut [Miblic hos[Mlals and other 
einniminit\ health nceils. Because health eare costs push up the 
cosi ol doing business, we indircclK thrmiLih higlier prices 
lor goi)ds anil ser\ices. This indirect paxmcnt comes about be- 
c iuse our ciu|iU\\crs |\i> lor metlical insurance. Some ol' the 
mone\ used lor that [unpose nught otherwise cofnc to us in 
salaiA Some might Iv used to cv|niiid local husinesscs or to 
proMilcnew lohs We pa\ m otiier Jess ob\ ious wa\s. rtu). l lie 
eosiiothel S TrcasuiA of allow ing ein|Mo>ers a tav deduction 
on mcilual premiums aimuiiitcd to some S2> billion last \cai. 
lhai's s:}S billiot) Hi lost revenues, lav dollars ihat miglit lia\c 
Ivcn spent lot olher [nuposes. 

It \ini add up onl\ the direct [Mvmcnts that we make loi 
health caie. bM our [vivate IkmIiIi nisuiance, and loriuir taves 
tbal pa\ liM medical services, tlie aniuial health care l^ill lor 
c\ei\ ailull in \merica comes to ahoul S2.()<H) or iiiDre lliaii 
s4.tHK) per >ear lor eacli lanuK 

Are Health Care Costs Out of Control? 

I he UMsi>ii wli\ ilicic s si> mucli concern ahoiil health carv cosis 
IS ih.ji ihex 'tc \er\ likcU loeonlinue their u|nvaid spiral. !"hc 
re\»^lution in medical iclIuioK)i!\ tliat lias [nislied costs u|nvard 
sliiuvs Ui\ sign o\ al\itirii!. ( >\er tlic nest ivvo decides, the lunn 
Nei i«t \niciicaiis o\ci f)"^ will donl^lc Sukc mcdual ^.aic Um 
the clvk'iK «.osts nuMc ih.in it docs lor the rest ol the population, 
tins mciease in the numlKM ol older Americans will pusli cosis 
sull hii'hei .o. while llierc is widcspiead a;jreemcfit llial pio 



What Do You Pay Each Year 
for Health Care? 




Because most of us are insured, we think of health care 
costs as what we pay out ol our own [)Ockets ~ for an (office 
visit, for a prescriptioiu for our share ol a hospital bill. But 
we really pay much more than that. Here is what the health 
care bill for the nation is expected to look like in 1^^X4. 


What You Pay 




There is our share of federal f unds used to 
pay for Medicaid, Medicare and other 
national health programs. That averages out 


$660 


There i.s our share t)f state and county taxes 

tt\ fr^r rMif^lii* kii^'iltki nrf^iTT'i ril v !inii 

[o pa\ \\n purme iiluiiii pii'^i4uii> ciikj 
facilities. 

That is about $2KX each year for each of us . . 


$288 


There s the money our employer pays for 
medical insurance. Sv)me of that money 
might be coming to us in salary. And some 
of it might be used to expand local 
businesses and provide new j\)bs. 


$592 


Then there s what we pay directly. On tlie 


$626 


In IW4, it ise\|Kx*tedto add up to .S2Jftft 


$2,166 


Siuiac (*iists arc csliin.iU«s \ov i*Js4 hasal on tiL'urcs Inmi ihv Hciillli ( are 
f'lnaiU'inu Ailniinisiratiiui. 
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•^•^Over the past fen 
years, a lively debate 
has he^un about ho\s 
to contain health care 
costs* The debate will 
influence decisions that 
affect the Mell-being of 
more than 230 million 
tmericans/* 



\klini* hivli qn.iliiv lucilical caiv imisi tv one i^l this nalnnrs 
piioriiios. tluMc !s .1 LMovNini: sense (hill soinv altLMiKitive lu*s ii» 
he huuul li>eonlrol itie vv.iv in wtiieti health eare is eiirreiillv 
ilehvereil ami linjiKeJ hi this hook. lUif piiipo^.e is \o e\ 
aiuiiu- all o\ ilie hielois ilial eoiilnhuie \o health eare eiists. iinr 
In asseiuhle a hsi ol *Mllains" dii vvhiuii the [MiHileiii eaii he 
hlai!ieil Oil! aim is rather to exainuie some n\ the pro[n»sed 
si>lulions. aiul \o pr(»\c»ke Jehale ah nil ihem 

StMMe petiple helieve thai the [Mohlem enuUl he si^Ueti h\ 
mmU(oMiiu' imiK\ess.ii> lah tests or e\eessi\e hospital aJmis 
sioiiN Hul It IS uiueahsiie to e\[vel ihat it eaii he solveJ pain 
iesNk \n make a ilenl in the n.ilion s health eare hiklLiet. we 
\\\V !\e to an meal aloiii.' \Mth the lat. 

()\et the past lew. \ears. a li\el\ dehatc has heLUin ahout 
how loionlam health eare eosts. a dehate lhat mvoKcs niaiiv 
ot ihe mteiesteil [urties lio^piial administrators. [>h\sieians. 
iiiNUMiue companies. 1 ih^ir unions, husincss. and i!o\crnmciH- 
Dilleteni options ate heini: [noposed. and some deeisions are 
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hcinii made. Both the administration and slate leiii.slalarcs have 
proposed health eare eosi-eoniainnienl legislation. Some Males 
have taken measures to eul people Irom the Medieaid rolls, or 
to reduee the numhcrof serviees eovered hy lhat program. Com- 
[Xinies are iryinii to reduee their health eare insuranee eosts by 
pressing workers to pay a larger share ot their own medieal 
bills. 

The purpose ol this book is to [provide a tVamework tor 
diseussion. In the following seelions we will examine three 
disiineiive approaehes to eosi eulling. The lirst is to eneourage 
more eost eonseiousness on the pail of both health eare eon- 
sumers and providers. The seeond is to reduee the eost of pub- 
licly subsidized health eare programs. The third is to eut eosls 
bv rationing eertain types of medieal eare. f aeh of these mea- 
sures would result in signitieanl savings. Bui eaeh wtuild also 
denv some [•H>lenlially bonelieial ser\iees to some patients. These 
are deeisions that affcel the wvil beinji ot more than IM) nnllion 
Amerieans. whieh is wh> it is essential that the publie jom in 
the debate. 
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RX for High Medical 
Bills: More Competition 



Alarmed at the result 
> X of writing a blank 
check tor the health 
care industry, manv 
people advocate 
changes that would 
encourage consumers 
as well as providers to 
be more cost 
conscious. 



Think for a iiioruLMil about what you'd do il'you were interested 
in buying a new ear. Beeause this is a "biji-tickeC item, one 
of the largest purehases that most families make. you\l probably 
be eareful to make sure that you gel your money's worth, h'irst 
of all. you'd ligure out how mueh youVe able to spend on a 
ear. You'd have a pretty good idea of the kind of ear you need, 
as well as the make that you like. Knowing that prices vary 
from one dealer to another, you'd probably shop around. 
Salesmen might try to convince you to buy the top-of-the-line 
model, and more accessories than you need. But you know that 
you have to be realistic. After alK you're *H)ing lo have to pay 
for it. 

Another "big ticket" item in everv* family's budget — their 
share of the nation s health bill — costs, on average, just about 
what it costs per year lo ow n and operate a car. But the contrast 
between the way most people shop for a car and the way they 
'*shop" for medical care could hardly be greater. 

liven the most intrepid shoppers, people who take more 
pleasure out of getting a bargain than they dt) from the purchase 
itself, leave their copies o\ Consumer Reports and their habit 
of comparison shopping at the door when they enter the doctor's 
oftice. The same consumers who shop furiously for the best 
bargain on station wagons and (\iisinaris report dutifully to 
whatever hospital their physician sends them for tests and 
treatment. Most of us dim't even ask what each lest will cost, 
or whether we really need to spend one more day in the hospital. 

The reason for the difference isn*t hard to understand. 
When you buy a car. you pav for what you order, every penny 
of it. But when you receive medical care, a large part of the 
costs are paid by someone else. 

I'or some ?() million people who qualify for Medicare or 
Medicaid, the costs are subsidized by ihe government. Korsome 
1 SO million Americans who are privately insured by Blue Cross. 
Blue Shield, or any of the 200 other commercial insurers, the 
eosls are subsidized by all of the people who participate in the 
plan. The payment lor one party (the patient) to another (the 
hospital) by a third party (the insurance tirm or the government) 
is called a "third-party payment. " Because such third-parly 
payments cover A/ percent ol the cost of hospital bills, out-of- 
pocket costs are fairly modest. With that subsidy, most pet)ple 
choose to buy far more expensive care than the\ would if they 
were mn so well insured. Think of the kind of car you'd buy 
it you had to pay Just ten cents out of every dollar of its price. 

Because of tho.^e third-party payments, most o\ us have 
no more than a modest tinancial stake in the decisions made 
about our care. If we were cost conscious if we went to 
doctors whd charge less, for example, or to hospitals whose 
rates art lower that behavior wouldn't be rewarded, f-or 
example, a Medicare beneticiary who cheese a lower-cost health 
care option would uo{ receive a dime from the savings, 
f urthermore, in most companies emplo\ecs have no choice 
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'^The healthcare 
industry is a classic 
example of market 
failure* We have 
alUmed it to evolve in a 
direction in which 
waste, overuse, and an 
upward spiral of fees 
are encouraged, while* 
efficiency and economy 
are discouraged/' 

Alaiti l-titluncii 



.iiiiniii.' insurance puliLMOs. nur do nmsl pcnplo ktunv wliat their 
itisuranco plan costs. 

But the taiilt doesn't lie jiisi v\ith eunsuiiiers. None ol the 
oihei pailu's HI the health eare deli\er\ s\steni ha\e had reastin 
In he a>sl uMiscious eilher. Since ph\sicians and htispitals are 
assiiretl o\ pa\nient reiiardless ol the cost. the\ are happ> to 
t>hlpjc ihc [uihhc ni Us deniatids lor tlie best service. Ph\sicians 
i\|ikall\ exercise little resiraint o\ei the inuids and services that 
ihcx oulci Ml the cmirse ol trealnient. Critics charjie (hat this 
atliiudc leads to lar tmi nian\ labt>rattir> tests, the tu erase ol 
e\[ieiisi\c nc\v technolouies. and ht)spital sia\s that are loniier 
ihan neccssar\ lh\sicians res|Mind thai an additunial test or 
iicaliiicnr niii!ln help l*he> ari^ue that the hiu^^est ethical 
inipcialixc i>l ilie medical prtilessum is mit {o keep costs down 
hill ii> do i-\e!\thini] ptissihle \a\ the patient. Critic^ respi>nd 
lhal ■ c\ci\thiiii.' ptissihlc" nia\ he \er\ ctistl\ indeed. 

I nnl Coiiiiress recen(l\ apprtued a neu Medicare 
icinihnrsenienl scheme uhich sets limits on the lees it will 
teimhrnsc tor ca».h tliai!nt>slic cate;jor\. Medicare like lihie 
( iDss teimhursed health care institutunis on the hasis ol* their 
MJ w in tlieluispitals* interest tti ectHK>mi/e. I'lide! 

ihat sxslein. an\ lu>spilal tliat reduced its ctists vstnild revhice 



its income. So hospitals typically solved tlieir linancial problems 
not by eeononii/ing but by niaxinii/inji rcimbursemenls. 

A third-party paynient system tvhich oilers reimbursement 
on a cost-plus basis has protected individuals aj!ainsl the high 
costs ol health care, and provided Vinakflmids t>^dlh eare 
institutions. But in doing so it has created a serious [yoblcm 
lor the e.Mtire society. " The health care industry." say/ Alain 
linthoven. an economist who speeiuiut^jjji this at^a. 'Ms a 
classic example ol market laiUptJ^e have alloxClTd^ it to evolve 
in a direction in which wasK^'. overuse, and an upward spiral ol* 
Ices are encouraged^ -Nivhile eriiciencv and economy are 
discouraged.** / 

Ovci the past few years, man) people have argued that 
the best way to contain healtli care costs is to set in motion 
forces that we normally take lor granted in tree markets. In this 
view, the best way to contain soaring health care costs is to take 
advantage ol [XH)ple\ inclination lo get the most tor their money, 
and to encourage providers to compete with each other to lower 
the costs. 

Various prt)posals have been made under the banner of 
competitive health eare. lissentially. these plans are difTerenl 
ways of accomplishing three related goals, each of which is 
important it consumers are to be persuaded to be more cost 
conscious and health care providers more competitive. F'irst. 
consumers must have a personal linancial stake in reducing 
health care costs. .Second. the\ must be urged to shop around. 
[o choose from among competing health care plans. I'inally. 
they must have lower-cost alternatives [o cho^ise trom. 

Let us examine alternatives designed to accomplish each 
ol these goals, and explore their likely impact. 

A Personal Stake in Reducing Costs 

'I'hat so many Americans have health care insurance toda\ rep- 
resents a major accomplishment and a signilicant change iVom 
the situation that existed as recently as the h).^Os. It is not just 
that more Americans are covered than ever bel^re: health in- 
surance has also become increasingly ciniiprehcnsive. Rather 
than providing protection chiell\ against large .md unexpected 
medical bills, healtli insurance routinel\ pa\s \\n relatively miiu)r 
expenses such as eyeglasses ami regular dental care, ()\er the 
past two decades. maii\ employers ha\e suhsianliall\ reduced 
or eiinunated the deductibles and coinsurance paid by their 
employees. 

It is eas\ to understand wh\ empUnees and their repre- 
sentatives in collective bargaining ha\e so eagerU sought com- 
prehensi\e medical insurance. Considering the high c^ist ol 
medical treatment, we want all the insurance prolecliiin ue can 
t!et. il IS understandahlc. too. wh\ eniplo\ees lia\e so Ire 
quentK opted Uir nmre ctmiprehensive insurance lalhei than \oi 
the largest uage hikes the> ct>uld get One ol llie maun in- 
ducements to (he purchase n\ health insurance is the ta\ suh- 



ERIC 



10 



is 



sidics thai arc availalHi* Um Ihis purpose bolh Id cinpli)ycrs and 
tndividuals. limpKners can deduct much of the cosi i^t' what 
ihcy pa> toward healtli insurance from their taxes. Many in- 
dividuals deduct as nuich as half i)f the amount they pay for 
health insurance premiums. In addition, employer-provided 
health insurance is not counted as taxable inci)me. As a result* 
each ilollar that an employer spends on health care insurance 
bu\s about 50 percent more in health care services than it would 
it the dollar had been paid in additional wages to workers, who 
could then purchase their own insurance. These tax policies — 
which in tact are a form of subsidy 7 have encouraged em- 
plovees ami their unions to choose more comprehensive insur- 
ance rather than higher wages. 

H> subsidizing the purchase of health insurance, the gov- 
ernment has encouraged more comprehensive insurance, in- 
cluding *Mirst dollar^* coverage — which is to sa^that patients 
are required to pa> only a nominal fee, or nolhing'ai all, before 
the> receive health msurance benetits. By providing such cov- 
erage, insurers have in etfect issued an invitation to consumers 
to disregard the cost of health care. As a consequence, con- 
sumers have no reason to think twice about visiting the doctor, 
no incentive to seek less expensive care. It has become a vicious 
cvcle. a self-perpetuating process: the high cost of care induces 
lamilics to get more comprehensive coverage; with more cotti- 
prehcnsivc coverage people use the health care system to a 
greater extent: which encourages hospitals to produce mi)re ser- 
Mces; and that, in turn, makes comprehensive coverage even 
more attractive. 

(Vitics ol this svstem argue that it represents the triumph 
a\ good intentions over common sense and that any serious 
citori l<» contain spiraling health costs must begin with its al- 
teration. If consumers had higlier deductibles. ihcyM cut down 
»in unnccessarv visits to the doctor and shop around more care- 
tullv Ipr medical services. 

Several recent proposals from employers and the govern- 
mcni have focused on increasing the deductible. Many corpn- 
lations have rcccnllv raised tlie portion of the medical bill that 
eniplinees arc rec|Uiied to pa>, and others are planning to do 
so l-.mplovcrs argue that the S5() deductible a common fea- 
ture m manv programs was put mti^effect ui the I^^^Os, wlien 
It represented a substantial amount i^f money, roughly what it 
cosi toi a twi> dav stav in the hi^spital. A deductible equivalent 
to ihc cosi ot a \wo dav hospMal stav todav would amount to 
nunc than S.'^tHl |-.mplovcrs >av that tliev are |ust belatediv 
adiusiuii? toi the cllects ot inflation. 

An inmnaliKC variation on this approach provides cash 
hcuctits that mav add up io several hundred dollars per vear for 
CfUplosccs uhn di)M*t go to tlie hospital or call iHi their doctor 
In \tcndocmi>. ( alitoniKu 'Mav wcIT* accounts have guen 
some ^..'^iH) school emplovces a stake in their health care e\ 
pcndiluies As one tcaclier remarked, wuh a 'Mav well' ac 




Some people fear that if medical services are regarded as other 
commodities in the marketplace, patient care will suffer. 
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''For the past 30 years 
we've come up with 
bigger and fancier 
benefit packages. The 
public has responded 
predictably by saying. 
'We paid for them. 
Now let's use them/ " 
James Aiuicrsun 



Linim. *>ou think twice abi)Ut running to a doctor when you 
haNc a sore throat/* 

Hut plans to give people a stake in health care costs have 
proved to he very controversial. Critics tear that it will prompt 
some people to seek lower-quality care or to avoid treatment 
that they need. They have spoken out against higher deductibles 
and *May welT' accounts on the ground that they encourage 
people to play **Russian roulette" with their health. Higher 
deduciihies might cause families to po.stpone spending $50 to 
sec a specialist about a troublesome mole, delay treatment of 
a youngster s earache* or skip dental X rays. Such actions, they 
p<iinl out, could lead to far more serious and expen.Nive mjdical 
problems down the road. Adv(H:ates of these plans maintain 
that the ser\ ices people chiH)se to pass up are unnecessary. 

I'o pro[)onents o\ a more competitive health care system, 
the argument lor higher deductibles (and co-payments where 
patients pav a certam percentage of the fee) is both simple and 
compcMing As well-intentioned as the eff(^rt.s to insulate pa- 
tients Iron) the costs ol medical care have been, such features 
as first tUillar cmerage and low co-payments have encouraged 
millions o\ Americans to disreg;. d health care ccvsts. And as 
long as most [vopic have no inc<*'itive to economize. theyVe 
going to keep making mi^re demands on ihe health care svstem 
and we ll ,ill end i>p pa>mg the huge bill that results. 
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Who Pays for Hospital Care? 




You'd Better Shop Around 

A second proposal would make the health care system more 
competitive by encouraging |>eople to seek out the care that 
gives them the mo.st for their dollar. Currently, employees are 
typically passive recipients of health care insurance and medical 
services. Reformers point out that the entire system would be 
more competitive if consumers were offereii a choice of plans, 
and an incentive to shop for the best health care value, l:m- 
ployers could offer a choice aaK)ng various plans, and then 
make equal dollar contributions toward any option that em- 
ployees chotise. 

This is what is taking place in .such tirms as Alcoa, Quaker 
Oats, B. F. Goodrich, and the Polaroid Corporation. Rather 
than providing a .specific health in.surance plan for employees, 
these companies lay out several po.ssibilities and offer health 
care reimbursement accounts that can be applied to anv of them. 
For example, employees at the Polaroid (^orpiiration in Cam- 
bridge receive a detailed brtK^hure that describes nine different 
health plans serving the area. The company ccnitributes a lixed 
amount each month $133 for each worker with a family, 
Flmployees must chDO.se a plan that covers the cost of cata- 
strophic illness. But with that exception, thev are free to pick 
the plan of their choice. Some of those plans are more exien.srve 
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than tifhcrs. some cover ihc cosis oi doLlor\ visits while others 
do not. some include tirsi-dollar coverage while others have a 
relali\el\ high deductible. But with a health care reimbursement 
account. >ou arc free to chiH)sc among the various plans to find 
one that suits you best. It you choose a plan that costs more 
than >ourcompan> s contribution, you would have to make up 
the diflerencc It >ou choose a plan that costs less than that 
monthly tigure. >ou i^Kket the difference. 

I hc wliolc |H)mt ol encouraging health care consumers to 
sliop around m this wav is to put pressure on diKtors and hos- 
pitals to keep tficir costs ilown. It seems to WDrk. People who 
purcliase their ov\n health care plans have an incentive to com 
panson shop tor the best ^ aluc. and that puts pressure on in- 
smancc companies to control their costs lo keep their rates 
competitive This m turn puts pressure on physicians and Uos- 
pitals to invest onl> in lacililies ;>nd equipment that enhance 
their abilitv to i)llci care at reasonable cost. 

As iippealing as health care reimbursement accounts may 
sound, tins approach has its opponents. Such initiatives have 
been labeled "a bribe lor emplo>ees to Jisinsurc themseUcs/* 

Alternatives to Fee-f or-Service Medicine 

The twti proposals that we have just considered promise to make 
tlic health care svsteni more competitive b> giving consumers 
a Imancial slake in health care tiecisions that affect them. A 
tliird proposal would rciiuce costs b> changing the way m which 
medical services arc delivered. 

Iraditionallv. American medical practice was organized 
anniiid phvsu laiis m private practice and nonprofit hospitals. 
Hut over tlic past few decades there have been some striking 
changes ni bolli of tliese areas, (iroup practice has grown to the 
pomt vvhere about one in lour physicians works in an arrange- 
ment vMili oihci doetois l-.uMi more striking is the change in 
hdspiials One oul ol eight hospital bciK in this nation is mm- 
provulcil In a prolii niakmg hospital chain. 

What lias nol changed verv much is the sii eallea lee ti^r- 
seiviee pavincnt svsiem in which doctors are paid lor each ser- 
vice ihcv pnuiilc. each medical inlcrvenlion lliev perlorm. This 
s\siem. crilics e<in(end. is the barrier that stands between us 
and more ct^si ellective health care. What everv ciunnuinitv 
needs, iliev argue, is an alternative to the traditional deliverv 
ol nicilual sei vKcs. OIK- (hat makes a \ arietv ol medical serv ices 
available under one niol. aiul one that offers ciMnprehensive 
meilual c.iie. iik luding the preventive care that doctors oltcn 
s\\m\m all Un a lixeil amount, paul in advance. Such, prepaul 
plans which ollci a lull range of health care services are now 
lalled IJcahh Maintenance ( )rgani/atunis {HMOsl. Actuallv. 
piepaul hcallh setviics have been ar<nnul Kn \ears. One ol the 
eailicsi the Kaisei IVrmaneiKc Medical Care program (hat 
was initiated m l^^^s lor workeis on the (iraiul (\nilcc Dam 
is imlav the lai*Jesi iiiedual provider ol this sort 



Because care is paid for m advance, HMOs have no in- 
centive to oiler diagnostic tests that may not be necessary, to 
provide superfluous services or to recommend unnecessarily 
long stays in the hospi:al. In short, because ihey arc not reim- 
bursed on a procedure-by-procedure basis, HMOs have a strong 
incentive to keep costs down. 

In addition, while doctors custi>marilv treat patients on an 
episodic basis, when specific medical symptoms occur, HMOs, 
because thev operate on a fixed-tec basis, assume ii continuing 
responsibility for care, and place more emphasis on preveiUive 
services. They typically provide tUi shots, for example, and 
annual checkups as a wav of minimizing future costs. 

Statistics suggest that medical costs for people enrolled in 
HMOs are lower than ihey are for iKople with conventional 
eoverage. People enrolled in C atifornia\ Kaiser plan, for ex- 
ample, have health care costs that are 10 ti^ 4i) percent lower 
than for people with conventional coverage. 

How are thirst savings achieved? Because HMOs have an 
incentive to choose less costiv modes of treatment, they less 




'*$1500forevery. 
and that^ my final oflo*!" 

How absurd it sounds— a consumer of medical care who s 
actually concerned about the price! 

But while he may be greeted with amazenu iit by the 
hospital staff, it isn't really he who's amazing — it's the rest 
of us. who've been buying health care as if money grew on 
trees. 



''Many people have 
fundamental 
reservations about 
trying to keep costs of 
health care down 
through 'pro- 
competitive' measures. 
They argue that the 
marketplace is a cold 
arena for people who 
are sick and 
vulnerable, and unable 
to make the 
calculations that the 
market demands/' 

otlcn iulniil patients to hospitals ami more frequently resort to 
ireainienl on an outpatient basis l^itients who receive can 
ihrouiih HMOs also take fewer diai:ni>stic lesis and have niark- 
cdl\ lower surjiical rates. 

C\)sis arc lower in HMOs for ani>lher reason loo. If you 
Ivlonji to an HMO, \ou are likely to be assisted by a variety 
ol health professionals who do not have the intensive training 
' in sfxvialiv care that diKtors receive, but who are well qualified 
to provide primary, preventive, or emergency care. In HMOs, 
these "phvsician extenders" who include nurse clinicians, 
[KHliairic assisiams. or physicians' as>istanls — wi^k under the 
jiuidance and supervision of physicians. It is through such mea- 
sinvs thai HMOs pronuse to mcrease access to medical care 
while lowering cosis. 

As licalih care costs have accelerated over the past decade, 
interest in HMOs has grown considerably, especially among 
corp<iianons searching lor a way to contain their costs, Na- 
iionalK. more than 10 niillion [vople are iu>w enrolled in HMOs. 
SiilL guuMh in enrolliiient has been relatively slow, partly be- 
cause nums |vople arc reluctant to leave their personal docli>rs. 
This reluctance icllccls one ol (he chief criticisms of prepaid 
plans, thai ihc> lake avva> one's freedom to chtu>se a personal 
|ih\sicuiii People who receive their health care through HMOs 
arc noi ircc to seek (ui! a sivcialist w hen they have a particular 
ailmcni Nor Ctiii ihe\ to a particular ht>spital if it offers 
soincihinL' ihtii lhc> particularl) want. Advocates of HMOs re- 
sp^Mul that m a medical emergenc> >our family physician would 
vcrv likciv Ncnd \oii (o a particular hospital, or refer you to a 
spccialiNl an>wa\ Noncllicless. manv people are reluctant to 
sever ihei! iclatioiiship with a doctor who provides more per- 
sonal .isMsi.uKc iliaii ihc\ might receive at an HMO. 

( )nc o\ the uniwing concerns about HMOs is that tnany of 
rhcrii ate being ciMuerled mto tor nrotil operations and coni- 
bmctl intii national health care linns, liven some of the early 



advtKates of HMOs have reservations about whether for-profit 
health care centers managed by national corporations can main- 
tain high professional standards and provide quality care. Ques- 
tions have al.so been rai.sed as to whether HMOs are likely to 
serve poorer communities and patients with severe medical 
problems. 

Health Care in the Marketplace 

The various proposals that have been made in the name of 
erecting a more competitive health care system raise funda- 
mental questions about how medical services should be pro- 
vided. Advocates of such measures as HMOs, cost-sharing 
strategies, and consumer choice among health plans insist that 
something has to be done to keep the costs of health care from 
soaring still higher. Convinced that fee-for-.service medicine 
subsidized by private health insurance and by Medicare and 
Medicaid has provided a blank check to doctors and ho.spitals, 
they feel that the .system urgently needs to be overhauled. The 
hcs\ hope for making medical care once again an ''economic 
good,'' in their view, is to make sure that consumers have an 
incentive to keep costs down and to shop around. Even such 
established organizations as the American Medical MS.sociation 
and the House of Delegates of the American Ho.spttal A.ss(x:i- 
ation have endorsed the "consumer choice" concept — as long 
as it does not result in the rationing of care or a reduction in 
the quality of medical service. 

But many people have fundamental re.servatit^ns about 
trying to keep costs of health care down through '*pro-com- 
pctitive'' measures. In their view, it is misleading and inappro- 
priate to compare the purcha.se of medical care with the purcha.se 
of a car. They argue that the marketplace is a cold arena for 
people who are sick and vulnerable, unable to make the cal- 
culations that the market demands, hrom their perspective, health 
care is not a realm in which economizing is appropriate. If 
pcH)ple delay medical diagno.ses, or put off needed medical in- 
terventions, what appears in the short run to a prudent way 
of keeping costs down may turn out to be a very foolish form 
of^ economizing. 

So one of the debates abt^ut health care is between those 
who would rely on market forces ti> keep costs down and those 
who feel that while the market works well for a lot of t>ther 
purpo.ses, it is not appropriate here. After all, we rely on the 
public .sector to provide certain .services — such as police and 
fire protection — that are es.sential to our well-being. And wc 
rely on the government particularly when a basic right is at 
stake. Since access to quality health care is widely regarded as 
a right that should be denied to no one, perhaps the most prom- 
ising direction for reform lies not in increased competition but 
in redefining the government's role. vSo that is what we turn to 
next, the government's role in health care what it is, and 
what it should be. 
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The Government's Role: 
Redefining Benefits, 
Regulating Prices 



Although ours is a 
private health care 
system, the 
tiovernment plays a 
major role in it. Many 
people are convinced 
that costs could be 
contained if the 
government's role were 
redefined. 



Although people nomially think of Anieriais health care system 
as a private enterprise, the governments role in it is actually 
quite extensive, and that was true even before the adoption in 
1965 of Medicare and Medicaid. On the state ami local as well 
as the federal level, the government has been involved for years 
in health care. As the operator of a nationwide network of 
hospitals that expanded rapidly following the Second World 
War, the Veteraifs Administration has been a very visible factor 
in the health care system. Less visible but hardly less influential 
were some of the measures adopted in the late IWOs. such as 
the Hill-Bunon Act. which put the power of public finance 
behind the construction of new hospitals. In dozens of other 
ways, including state-run hospitals and community health clinics, 
the government has been an active panner in the health care 
system for decades. 



The Regulatory Approach 



l^irtty because the government s role in health care is so exten- 
sive, many people are convinced that decisive government ac- 
tit)!! is necessary if soaring costs are to be contained. The most 
direct way in which the government can influence costs in this 
area is {o regulate the prices that health care providers charge, 
which represents a very different strategy for cost reduction 
from the ^ nc proposed by thi>sc who advocate a more compct- ^ 
itive system. 

Those who favor the regulatory approach to cost contain- ^ 
ment believe that, as much as we might like the health care 
market to resemble the market for other comnioditics. it is fun- 
damentally different. In their view, it is unrealistic to assume 
tha; in this market providers will ever compete among them- 
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scKcs to the piMiii piiu's arc iDiUaincJ by that means 

i\\o\K\ Ail'vocaies ol price Lontri)! aruiic thai dociDrs ami hos- 
pitals arc in roui:hl\ ihc same position that lire lighters or po- 
lieemen v\oiikl be in il v\e had to pay tor their services. The 
sgviee lhe\ perlorm is so v;iliiable tliat when we neeil it we're 
ill no position to aruiie abtnit tlie prae. Aiul since the nuukei 
cannot elleclivcK rcuiilatc wliat health care providers charge, 
the go\crnnient has to. 

So perhaps the most useliil thing the ^.overnmenl could do 
would be to. impose limits on liow much doctors and hospitals 
get paid tor their services. This is quite a popular approiich 
because it seems U) oiler a painless solutiini a way to contain 
costs without cuitmg back services, liut this iipproach is neither 
so simpfc nor so trouble-lrec as it appears. In the |y7()s. Con- 
gress nuulc si'vyial attempts to control rapidly rising hospital 
expenditures |-or example, il creatcil a ccrtificate-or-need pro- 
gram, which required states and localities to approve proposals 
lor nev\ liealth laciliiics and equipment. During the Nixon ad- 
mmisiralion. at a time when wage and-price controls were in 
elleci in man\ sectors, special limits were placed on the medical 
pi'olcssion. 

Once controls were lilted, however, prices rose quite rap- 
idl>. Several \ears later, the Carter administration asked Con- 
gress lor the authority to impose limits on hospital expenditures, 
the purchase ol medical equipment. and the eonstructii^n of new 
health laciliiics. Alter heated debate. C\)ngress rejected those 
proposals. As much as the members ot (\>ngress wanted to keep 
ci^sts down, many had reservations about the regulatory ap- 
proach arul whether it is desirable for the government to regulate 
prices 111 cy//v sector ot the economy. Nonetheless. Congress 
look the rcgulaiiuA approach in October l^)X3 when it initiated 
a new sxslem ol reimbursing hospitals that treat Medicare pa- 
tients. Acciirding to that reimbursement procedure, all hospitals 
arc pJid ilie same amount tor treating patients whose diagnoses 
«iic ihe same Some suspect that this new s; stem creates a [vr- 
verse incentive lor hospitals to skimp (Ui care in order to max- 
inii/e their revenues Critics are reartui tix) that when a hospitals 
ci)sis cxtccil vlcilicarc s standard I'Miiiburscment. the extra costs 
m.iv he shillCil \o i^tlicr j^atienis vvlu^se mciiical bill is not sub 
sidi/cil bv ilic gmcrnment. 

Thai new reimbursement sclicnic was put into clleci so 
> \v-rirl\ th.ii i( is lurril m sa> at tins wlial its long lerni 
imp.'- ; > ill be Once again, as rri tlie l^>7t)s. wlial is at issue is 
wli-. tii.*i \o\{s \o (\o siwiic likciv [ohc succcsslul. 

Re-examiiing Medicare and Medicaid 

I here is a sccoiul Wiiv in wliicli ilic govcrnmont ciuiKI coniiol 
health care ci>sts. arul tlial rs bv making substantial clianges m 
llic two largest public liealtli care j^ians. Mcilicare arul Mcilic 
, aul Passed bv ( 'omiress in llu* Ik\uIv da\ ot ttu* ( irvat Soc retv, 
rlk'sc iwtn jMi\LMa!ns were inlerulcd to pnuulc lu*altli carv to 



individuals who are not covered by private insurance plans. 
They were intended as a respoase. in President Johnson's words, 
"to the injustice which denies the miracle ol I^aling to the old 
and the poor." 

Medicare was intended as a guarantee to tlie elderly — 
who Use the health care system more tlum any other segment 
of the population except newborn babies that in case ol 
illness they would not be reduced to poverty, or tbrced to seek 
a bed in some hospital's charity ward. Medicare represented an 
extension ot the Social Security system. Il is a program U) which 
workers and their employers jointly contribute in order to pro- 
vide health insurance in old age. Medicare was. in brief, an 
affirmation of the principle that the elderly are both needy and 
deserving, that they should be entitled to quality heahh care. 

Medicaid — a ha.slily written, little-discussed prograni that 
was passed soon after — represented a joint commitment on 
the part of the federal government and the states to provide 
health care to the poor. Together, these two programs held out 
the promise of equal access to medical care. 

When those programs were passed, health care was still 
often rationed according io people's ability to pay. In l%4. for 
example, the poor went to physicians 20 percent less often than 
diil the rest of the American population. Whites saw phvsicians 
42 percent nu)re often than did blacks, and individuals from 
families with incomes under S2.(KK) per year underwent surgery 
only half as often as people in families whose income was at 
least $7.5(M) per year. 

Because of Medicare and Medicaid, whicli now provide 
health care coverage for nu)re than 50 million people about 
one in live Americans -• some of those blatant inequities have 
been eradicated. RecerU studies suggest that while whites still 
visit physicians nu)re often than blacks, the dilferences are not 
so striking as they were two decades ago. Overall, the p(H)r 
now visit physicians more otten than the rest of the population, 
and the rate at which they urulergo surgerv is subsiaruiallv higher 
than lor the * Mierican population as a whole. 

Great Expectations, High Costs 

l.argciv as a result of Medicare arui Mcilu.iul. progress has 
been made toward a societ> mi winch people* ivceive qualitv 
medical care regardless of their economic means. Hut those 
gains have Ci)me at a verv higli cost, tar hijjhcr than anticipated 
l\v llu* members of Congress whi) lirsi pro[>osal ihe-.e programs. 

WluMi Medicaid vuis jirst projuiscil. its ptoponcnts were 
ciMivrnced lluit its cost would remain (|uite iiuntesi. Sponsors 
ciHitiilentIv predicted tliat it would not exceed "si billion a year 
lor die lorsceable luiiire. In lad. anruKrI c\pcruliturcs now e\ 
cecil S^t) billion ten times more than tlu* piDgram cost ui its 
tirsi \ear. In terms ot grants in aril t(^ stale giuernmcnl>. Med 
aaul is now the most c\pcnsivc ot all sui h tedeial programs. 

In targeting pul^lic luiuls loi licalth cau* \oi ihc piun . tlie 
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Medicaid and {Medicare: Steadily Rising Bills 
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iiovcmiiKMii ulcnlilicd a real problem bii'. undere.stiinated its 
se\eril>. The poor are more susceptible to medical problems 
because iil poor nutrition. Because relatively few people from 
lov\ income families have routme medical examinations, when 
ihe> come lor treatment their problems tend to be quite serious. 
Moreover, because they often don't have family physicians, 
when the po«)r seek meilical attention they frequently resort to 
ihc most expensive kind ol care, such as that provided by emer- 
i!encv wards To complicate the matter, the Medicaid program 
has been phiiiiied with scandal and accusations that both doctors 
and hospitals are takiniz advantage o! it. 

All o| these factors have conlrilnited to staggering cost 
increases for the Medicaid program increases that averaged 
15 [KTcent per vear in the late l^)7()s. That alone created quite 
a strain on state budgets, The pn^blem got worse in h)K I when 
\oi the first time in the history of the Medicaid program, the 
Icdcral iiovernmcnt took steps to reduce its expenditures in this 
area Since P^X2. federal matching payments for Medicaid have 
been rcdiKcd hv at least } percent per year, l,argely because of 
the rising costs ol pnuiding medical assistance ti^ the indigent. 
Niaics arc laced with a hartl choice between raising taxes or 
paling diiwn the list ol (People who are eligible for Medicaid. 

The siorv ol the Medicare program is much the same. In 
MK>7. the first full vear of the Medicare program, expenditures 
icitaled slighilv more th|p billion. Within a few years. 



Medicare became the fastest growing expenditure in the federal 
budget. Its cost has more than doubled in each Hve-year period 
since then. The rate of increa.se for Medicare currently exceeds 
every other federal expenditure, including defense spending. 
Medicare costs for fi.scal year 1984 are now estimated at more 
than $66 billion. 

Why are costs of the Medicare pri^gram rising .so fa.st? One 
reason why outlays have increased is that the population is 
getting older. But the largest influence pushing up the program's 
expense is simply the accelerating per-patient medical costs. 
While Congress has already made several attempts to keep the 
program costs from soaring still higher, these changes are in- 
significant compared to a projected Medicare deficit of .$2(K) 
billion in another decade. Medicare's trustees now report that 
its hospital in.surance trust fund will be bankrupt by 1990 unless 
something is done either to pump more funds into the program 
or to cut back expenditures. 

So. two decades after the passage of Medicare and Med- 
icaid, there is an urgent need to devise some way to contain 
these programs whose annual cost is about SKM) billion and 
rising. 

In June 19S4. menibers of the Umise and .Senate met to 
discuss a series of n':w .steps to contain the costs of government- 
subsidi/ed health programs. Those negotiations were widely 
viewed as a prelude to substantial revisions that must be made 
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Medicare and Medicaid in Brief: A Guide to Programs and Benefits 



What Is Medicare? 

Medicare is a federal health insurance program, established 
in 1^6^. that covers 27 million aged and about 3 million 
disabled individuals. Hnrollmenl in Medicare's Part A. the 
Hospital Insurance Program, is mandatory. Enrollment in 
Part its Supplementary Medical Insurance program, is 
voluntary. ^ 
How Is it Funded? 

Medicare is funded by the federal government through the 
Medicare trust fund, which taxpayers support with a portion 
of their SiK ial Security tax. In 1984. workers and 
cmpU)ycrs are each required to pay 1 .3 per cent of the first 
$37,8(K) of an employee s earnings to cover the hospital 
insurance tax. 

Who Are the Beneficiaries? 

All persons and over are eligible for benefits. In 
addition. Medicare pn)V!des disability payments to the blind 
and severely disabled and to those requiring kidney dialysis 
regardless of their age. 

What Does Medicare Cover? 

Medicare s Part A pays for hospital care and some home 
health services. Under certain circumstances, it also pays 
part ot the physician s tees. In addition, it covers 1(K) days 
ot medically necessary care in a nursing facility. Part B pays 
tor health services and supplies not covered by hospital 
insurance, including physicians fees, diagnostic tests, 
therapv. and the costs of surgery. 

How Much Does the Recipient Pay? 

Medicare *s Part A has several cost-shanng provisions. One 
IS a deduclible of %}^(^ - roughly equivalent lo the co.st of 
one da> in the hospital for the first W) days of care. 
Another is a co pay nienl ot %W (x^r dav tor the 6 1 si through 
ihc *M)th dav s ot a hospital sta> f or the next two months ot 
a hospital sta>. there is a dail> co-payment of SI 78 
Similarly, there are iwo ways m which people enrolled m 
ihc Supplenienlary Medical Insurance program (Part \\) 
share expenses I hey pay a monlhly premium of SP. 70 
They also pay ihe tirsi S7.S o\ covered e\(XMises as a 
dcduclihlc 

I'or Further Information 

To apply tor Medicare henehls. vimi youi local Soc ial 
Sauiiiy Adminisiration ottiee f or more detailed 
inlorniaiion. ask tor a eopy ot >fu^/ A/< <//( u/c //<///<//»! 



What Is Medicaid? 

Medicaid is a program that provides medical assistance for 
low-income persons who are blind, disabled, or memt^ers of 
families with dependent children. At a cost of about $.^0 
billion in 1983, it provided benefits U) 2.^ million people. 

How Is it Fundeid? 

Medicaid is funded jointly by the federal government and 
the states. The federal share of Medicaid expenditures 
varies from one state to another depending upon the average 
income of residents in the state. Nationwide, slightly more 
than half of the program s costs are paid out of federal tax 
dollars, the rest from state funds. 

Who Are the Beneficiaries? 

Eligibility standards vary from state to state. Medicaid 
covers those persons who receive payments under Aid to 
Families with Dependent Children and vSupplementary 
Security Income (for the aged, blind, and disabled). Others 
are eligible in some states depending u\\)n their income, 
their as.sets* and the extent of their medical expenses. 
Nationwide, about a third of Medicaid benefits are paid to 
hospitals providing services to poor children and their 
mothers. The largest portion of Medicaid funds is paid for 
medical services provided to women over 5i) who are 
widowed or divorced. 

What Does Medicaid Cover? 

Medica! services covered by Medicaid vary widely trom 
state to state. However, all states are required to cover 
certain costs such as laboratory and X-ray services, 
physician services, hospital .services, and certain types of 
nursing care to patients who qualify. More than tour oui of 
ten Medicaid dollars are paid to nursing homes for some 
nme million elderly and disabled recipients. 

How Much Does the Recipient Pay? 

Under present Medicaid law. states are permiiieJ tii require 
co-payments of Medicaid recipients. Most siales. hovu vor. 
do not require any form of payment tor visits lo doctors or 
hospitals. The majoriiy of stales that have dcvidedio charge 
certain co-paymenis have generally done -^M.nly lor ihc 
costs of prescription drugs 

For Further Information 

To tind oul more about Medicaid proeram^. mnlacl cilhci 
voiir stale l)c(Kinmcni ot Health oi ihc Stale Weilaie 
Department. 
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in keep Meilu arc s Imspiiiil inMiraiiLC lund Irom bccoiniaj! in- 
solvcni bv Similar discussions arc uiking place in siaic 

capitals abiuii ihc future of Medicaid. The proposals under dis- 
cussion raise sonic basic questions about what the govcrnnieniN 
role sluHild be in health care, who should bcnelit. and how much 
ol the cost ol medical liclp individuals sliouki bear. Lei us 
examine lour proposals, the extent to whicli they luiizht offer a 
solution ti^ the pii^blcni soaring costs, and wliat tliev would 
mean lor beneliciaries and taxpayers. 

The Cost-Sharing Approach 

While Congress has been trying to contain tlie costs of publicly 
subsidized health care programs by taking the politically pop- 
ular approach i>f im{>osing limits on what providers can charge^ 
i! tias also been nuning towarti an unpopular but potentially 
ellcctivc remedv cliarging the [Vople who are covered by 
Medicare and Medicaid more for the medical services they re- 
ceive. As aheadv noted, many students of the private insurance 
svstem argue that the best wav to control costs is to ask patients 
to bear some of tlie first-dollar costs ol hospitalization and health 
care as a reminder of the cost of the services ihey receive. 
The siimc argument is made about publicly subsidized health 
care. Maiiv {vople are convinced tliat the chief reason why the 
cost i)| the .Medicare and Medicaid programs has escalated so 
rapidiv is ihiJt recipients don'l liavc much of an incen-ive to 
cconiMnize. In tlicir view, public subsidies for the health care 
of some 50 nulhon Americans have encouraged recipients to 
act as if It were a free go^nl. What is needed, they feel, are 
additional com- sharing measures that would deter unnecessary 
or excessive use 

lliat isuliat the administration liad in miiul recentls wlien 
It proposed that lienelicianes of 'he Medicaid program should 
be required io pa> the nominal fee of a dollar or two for each 
\isii to. I pliNsiciaii and loreacli da> of hospital care. (\irrentl>. 
.Mtliougli stall s aio permitted to impose modest cost sliaring on 
most Medicaid recipients, rnost states do not require bcneficia- 
iies to pav anvtliing for visits to docti^rs i)r hospitals. In tlie 
si. lies ih.it do icc|uirc patients to [)av lor [\irt of vvliat tlicv re 
lcivc.co ncnls are required onlv lui ilie cost ol [prescription 
drugs 

Wlicn s[Pi)kesmcn lui the administration made tlie case tor 
inaiulaiorv co nicnls lor all .Medicaid recipients, thev argued 
that savings would be substantial not because ol the iiiudesr 
.luiounis icu|Mciiis v\i>uM bul because those tuit ol pocket 
lees vviHihl scivc as a reminder not to use medical lacilitics 
unik\e^saiilv Hul is this strategv lor coiitaimng health caic 
vosls likciv to vvoik* I vidciice indicates that it will Several 
vc.irs .rjo. Ill an c\[Viiiiicnt corutuclcd in ( ahlornia. the siaic 
iminiscd a ^niall i \\a\i'c t>n some c^l the si.ucs MedkMiil !cci[i 
u nis IVi»ple whtJ [>icvunislv received tree cite were requiicd 
ii» p.iv «>nc di^llar foi then iirsi two otticc v isiis Ciicti month aiul 
•^n M iUs Im iluMi hist iwo [Mcscn[Mions m a month I he sludv 
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In addition to the medical services Tor the elderly provided by 
Medicare, a large portion of the Medicaid program pay.s Tor (he 
health bills and nursing care of the elderly — particularly older 
women who arc widowed or divorced. 



'^Con^res.s ha.s been 
moving toward an 
unpopular but 
potentially effective 
remedy — char^in^ tbe 
people who are covered 
l)> Medicare and 
Medicaid more for the 
medical services the> 
receive/* 
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W hile some of the administration^ p%osals have been criticized 
as insensitive to the needs of the poor and the elderly, the proposals 
respond to a real need: to keep the costs of publicly subsidized 
health care programs from soaring still higher. 



showed lhal c\c ihc charge i)t a dullar reduced ottiee \isits tn 
doelDrs b\ abiuil len percent. It apfx^ars that when pcuple can 
no longer count on lirst -dollar eoveraue. they think twice about 
UMHiz medical services. 

Ikil when the adnimistralion recently proposed mandator) 
cti pavnienis lor Medicaid recipients. Congress rejectetl the 
proposal. Critics nl the administration's propiisal were con- 
cerned that niiposing an\ additional costs on the poor people 
who are ser\ed h> thi>-frogram wnukl represent a tinancial 
Inuilcn. parlicularl) for the cliromcall> ill wlm make Irequent 
\isiis 111 doctors or hospitals. So. Inr the time being at least, 
mnsi Medicaid recipients are not required lo pa> tor an\ portion 
ol the medical services thev receive. 

Cnlike the Medicaid proirram. Medicate has required ben- 
clicianes to pav part ot the cost ot (heir care since it was first 
pui into clleci. Medicare's hospital insurance plan has several 
<.osi shanni^ pro\isinns One nt tlicm is a tieductible equal to 
lhca\crai^ccnslol onedav in the hospital Hii I ^>S4. the amount 
o| iliai dcductil^lc IS S ^"^^1. ) Another is a co pav ment of SSM per 
da\ lor huspiial siavs longer than hOdavs. .Similarlv. iiidi\ iikials 
cnrollcii 111 Meduare's .Supplemeiilarv Medical Insurance pro 
«jiam il\nl li> share e\|vnscs m iwi^ \\avs Tliev p;i\ lor moiiihlv 
picmiuiiis Ml a cost ol 'si 7.70 |vr iiuwith in h)S4). and must 
pa\ toi ihc liisl S7S o\ ciucivd expenses a-- a Jeductible. 

Hcic. loo. as uilh the Medicaid program, the admmistra 
lion lias pioposcd thai hcneliciaries should |\tv more ol Ihe cosi 
ot ^arc out ol ihcii own pockcls One piof^osal would impose 
addiuonal costs |oi a hospital siav incieasini: the cost ol a 
i\pKal I 1 da\ sia\ liom Us current lc\el ot S.V^^ (the deduct 
ihic) to about \iguitig that premiums lor Medicare Mait 

H vo\eiaL'c h.tvc m^l kept piice wilti n-.iii'j e<^sts. the adimms 



tration would also raise the monthly premium by 40 percent 
over the iKXt live years. 

It such additional cost-sharing mea.sures were approved* 
their cost would still be paid by the ^Miiedigap" insurance lhal 
many older people buy to pay for the expenses that Mediearc 
doesn't cover. But the cost of that insurance would increase 
proportionately. So. directly or indirectly* the burden of cost 
shi'ving would be borne by the elderly. 

Should the elderly be asked to pay more out of pocket for 
iniftlieal expenses? Some people feel that it is entirely appro- 
priate to ask retired people who can afford to pay for more of 
the medical expcn.ses to do .so. As Richard Rahn. an economist 
with the U.S. Chamber of Commeree* points out, most of the 
elderly are not poor. In fact* the average income of elderly 
couples in thi.s country is now about $I4.(KK), just $.S*(KK) less 
than the average household income for all families. Rahn feels 
that the basic issue is one of intergenerational equity. "Most 
older people can afford $1(K) or $2(K). or even $L(KK) for their 
own medical eare/* he says. That is a fairer .solution* he feels, 
than a.skin) people who are currently in the work force to shoul- 
der the entire burden of Medicare's growing co.si. 

But groups representing the elderly strenuously disagree. 
'I hey point out that individuals ()5 and over are already paying 
a lot for their healih care. While Medicare pays for tmvst of the 
co.sts of hospital care, it pays less than half of the doctor's bills. 
In addition, the elderly have to pay for dental care, eyeglasses, 
prescription drugs, and hearing aids. In all. elderly people de- 
vote about \5 percent of their iiicimic lo health care. Critics ot 
cost sharing are particularly concerned about elderly people 
with only limited means. Vor people at or near the poveiiy line 
of .S.'^.(HH). any increase in the amount thev have to pay would 
force them into the Medicaid program, thu.s offsetting the sav- 
ings lo the government that were intended in the tirst place. 
Opponents of cost sharing such as Senator lidward Kennedy 
feel that older people shoulil not ha\e to choose "between fiHid 
on their table, heat tor their home, or an appiMiilment with their 
doctor." 

.•\ modilication that might be made to protect those with 
modest mconies windd be to turn Medicare into a means-tested 
program. In other words, it nught be retashioiied uuoa prograiu 
that continues to offer beiielits ti^ e\ervoiie. while demanding 
liigher deductibles antl co pav ments onlv ol those whose in- 
come IS aho\e a certain le\el. ^Vhat is at issue here is whether 
the govenimciil ought to suhsuli/e those who are better oil to 
the same extent iHil it ^ubsuli/es the poor Some people feel 
that the same rules ought to appiv to all Medicare recipients, 
since all workers pav into the fMogram through pav mil deduc 
tions. Others think that it makes sense to ask those w ho are able 
to pav more to do so. 

Regardless ol ulicihcr *i me*uis (est is used fo dcleiniine 
how much recipients should pav. cost slKuiug remains a con 
tio\eisi*il *ippioaeh to the problems I. icing these puhlicis sub 



skIi/cJ |)ii\LMains \o iis pfoponcnts. ii is a sLMisibIc solutu)!! to 
a scncus problem. Its crilics ajircc tliat the probkMii is serious 
but conclude that uc shouUI look elsewhere tor a solution. 

The Cost of Catastrophic Illness 

Looking in a iliflerent directii)n for some way to keep the costs 
ol the Medicare |)rojiraiii tr^nn soarinji higher, (he administra- 
tion has proposed an alternative si)lutK)n. The programs costs 
couki he suhstantiallv pared di)wn b> changing the nature ot 
(lie coverage ollered. and empliasi/ing coverage tor cata- 
strophic illness. While Medicare currentiv pavs nmst ot tlio ciist 
ol the hrsi (lO davs ol liospital care. i( pass less \oi ever> dav 
llicrcaller. 11 an eUlerlv person lias ihe niisl\mune severe 
illness ihal icquires a long hospital siav\ the expense can eat up 
the lamilv s savings ami lead to tlie [xnertv tliat Medicare was 
su|)poseil lo prevent That possibilitv. some critics ci)nteiKK is 
a hasic llav^ m the [)rogi»m: its [lav merit sclienie is backwards, 
creating (lie greatest liardsliip lor tliose vvlio are nuist scru)Uslv 
ill anil in need ol care. 

The adiiiinislralioii lias profiosed to correct tliat Haw bv 
changing Medicare benehts so iliat thev prv)vide protectii)n 
agamsi catastrophic illness, while paving less ol the ci)sts ol 
short lerni hospital care. The ellcct would be to cut Medicares 
overall costs What the administration proposed was to cliarge 
IViiple nioie lor the iirsi M davs ol a hospital stav. but lo 
guarantee coverage t>l all hospital expenses after that. The peo- 
ple who would hcnelit from catastropliic coverage are tlie se- 
nouslv ill wlio require prolonged hospital care. Since relatively 
lew [)etiple require sucli prolungcil care, tlie cost ol their care 
would he more than ollscl bv additional charges to patients lor 
the lirsi eu) davs. 

Hut nianv nhiccl (o this proposal on the ground thai, even 
iiuMc than llic plans v\hkli imj'Hise hiuher deiiiictibles. lliis would 
L m aildituMKil luiidcn loreldcrlv [vopic who siiiiplv can- 
II. . .iiioiil lo pav more lor their medical care. Advocates ot the 
pioposjj re[Mv thai it would [Mdv idc soiiielhing lhal the current 
l^landocs not. ilie [hmcc o\ minui^l having unlimited [MdtecUon. 
With cat.isiM^phic ^oMMaL'C. while (he clderlv wouki have to 
[i.iv iiinre loi medical care initMllv. ihev wouldn't have to worrv 
.ihoiii josniij ilieii Imiucs o\ heci>iiiini: indigent in the eveiil ol 
[Molon'jed illness 

S(» ihis pi.in wtnilil ^•ibsi.intiallv rcdeline Medic»ire and 
mi.u.iiilee benefiis ioiIr- lew whi> aie lUneiillv in LMvatest leop 
.lulv li would m.ikc Mcilkaie eoveraL'e more like the insurance 
\.tn hu\ loi \iMir aiitniDiihtle or lor iiie proleetion. Most people 
would icvcivc luaiiv henedts Iwm it. hut the benelits that 
Mune pcc^ptc leieive wouki kee[i llieni liom liiiancial lum. 

ilk- vlehaie shilling li^ a Medic. ire s\stem (hat p\o 
\uil•^ K.il.iNUophk ^.iAciaL'c coMk's Jtnvn to ihis hasie issue 
whtjj riNkN Nliiuild mdiv iduaN hear ihcinsclvv^ ' Whi'.li. he 

O 
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National Health Insurance 

Most of the debate about governnient-spon.sored health care 
programs now focuses on '.:ost containment. However* 
some people take a different approach. They insist that the 
first problem we should address isn't the high cost of sueh 
programs as Medicare and Medicaid but the fact that many 
Americans are still without any health insurance. Ftoui their 
perspective, existing government programs don*t go far 
enough. What the nation needs» they believe, is a health 
insurance system that guarantees medical care for everyone. 

That is an idea that President Harry Truman first 
proposed. "The benctits of medical science nave not been 
enjv)yed by our citizens with any degree of equality/* .said 
Truman in 1^45, "nor will they be in the future — unless 
government is bold enough to do something about it.'* 
Medicare and Medicaid represent two attempts to do 
something about it. Because of those programs the current 
system provides for many Americans who were not covered 
a generation ago. But advtKMtes of national health insurance 
aiv concerned that 23 million Americans — about 10 
percent of the population — still lack health care coverage. 

The people who k).se out are tho.se who don*t fit into 
Medicaid's eligibility categi)ries» an estimated 12 million 
people with income below the poverty level who 
nonetheless are ineligible for Medicaid. In addition^ there 
are many working poor who earn t(H) much to qualify for 
public assistance but too little to afford private in.surance. 
These are people who are self-employed or who work at 
part-time Jobs — as waitresses, sales clerks^ or domestic 
workers for example ~ that do not provide health benefits. 
A third category of people who are not covered are those 
temporarily out of work. Not poor enough to qualify for 
Medicaid, but without a steady income to pay for private 
insurance, they suffer the double jeopardy of economic 
insecurity as well as fears about how- to cope if they need 
medical assistance. 

Several plans to broaden access to health care have 
been submitted lo the ^)8th C\)ngress. While there are 
substantial differences among them in how a system of 
national k-alth insurance would be financed and what the 
system would cover, those proposals reflect a common 
concern for making health care coverage available io oil 
Americans. 

While their advocates acknow ledge that virtually any 
natiiMial healili insurance plan would C()st more than the 
existing system, ihey insist that we should not refrain from 
doing w hat is righl in the name of economy and elTiciency. 
I hev believe that at a lime when one out ol everv ten 
.■\iiicricans L.cks health insurance. <njr lirst concern should 
he to cxiend to those people the coverage lhat evervone else 
en|ovs and (hen ligure oui how to [)ay lor it 
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cause they arc simply too costK anti ilcvastatiny. should be 
shared and paid tor collectively? 



**lf lumc of the ^ 
altcrnutivc methods of 
paring doun the costs 
of Medicare and 
Medicaid is acceptable* 
that leaves us with 
some hard choices 
ahout hou to raise the 
funds needed to pay for 
them/* 



Choosing Health Care Providers 

A third proposed reform poses quite a different issue. It forces 
us to consiuer whether rccipienis of Medicaid should be free to 
j!o to any doctor or hospital they choose. Currently, Medicaid 
recipients may obtain health services from any practitioner or 
provider 'billing to render medical services. The people who 
designed the Medicaid program were fearful that if recipients 
were restricted to just a few designated providers, the health 
care system would soon have two distinct tiers — it would 
provide quality care for most people and second rate service 
for the p(K)r. 

But in givinu Medicaid recipients the freedom to go to the 
doctor or hospital of their choice, existing regulations also give 
them the freedom to choose some very costly forms of care. 
And that is what concerns the people who adviKate this third 
proposal for cost cutting. They point out that since Medicaid 
recipients have no incentive to think twice about where they go 
when they need medical assistance . ihey often chiK)se the most 
expensive care available. Rather than going regularly to the 
same doctor, many Medicaid recipients go to different hospitals 
and doctors on different occasions — and each time they repeat 
a costly series of diagnostic tests, l.acking any incentive to go 
to health care providers with a record of keeping costs down, 
such as HMOs. Medicaid recipients often choose the most ex- 
pensive alternative, hospital emergency rooms, even if they 
require only routine medical assistance. That, critics contend, 
is one of the chief reasons why Medicaids costs are now so 
much higher than the\ were when the program started. From 
their point of view, it simply doesn't make sense to have a health 
care -.vstem in which people whose health care is publicly sub- 
sidized have fewer incentives to cconomi/e than everyone else. 

What. then, might be done? States might insist that Med- 
icaid recipients go onl\ to certain specified doctors or hospitals 
whose rates are reasonabK low . or to health care providers such 
iis HMOs that have a record of keeping costs dow n. 

i.jke the other reform proposals, this one provokes very 
ditterent reactions. Si)me people feel that all patients should be 
tree to choose their own health care provnicrs. and that des- 
ignated providers tor Medicaid patients are very likeK to pro- 
Mite second-rate serMce. Others feel that. espeeialU at a time 
when people are being dropped from the Metiicaid rolls because 
costs have become so burdensome, it is not unreasonable to ask 
the [vople v^ho receive public funds to go to providers who 
charge somewhat less tor their scrviccN. 



Paying for What We Want 

lUit [vrhaps none ut these cost cuiting alternatives is accepi- 
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One of the benefits that Medicare provides is that it covers the cast of surgery for many elderly 
Americans. 

4 



able. Stmic people regard the Medieare and Medicaid programs 
as priHuiscs lhal must be met. When these programs were passed 
by (\)ngress in ihe l%Os. ihev represented a eommitment to 
provide quaht\ health care to most Anierieans, regardless ol 
their economic means. To defenders of the Medicare system, 
an\ plan that would either shift medical costs back \o the ben- 
eticiaries or reduce benefits is unacceptable. Their view is thai 
Medicare like Social Security - represents a con^pact be- 
tween the generations anil one that embodies heartfelt values 
about what we owe not only to the elderly, hut also to others 
who arc unable to provide for themselves. Propiments ol this 
position think that since millions of rciired Americans made 
their tinancial plans assuming the currera level of bcnelits, it 
would he unconscionable to change this level with .so little notice. 

However, it none of the altemalive methixis of paring down 
the ci)si ot Medicare and Medicaid is acceptable, that leaves us 
vMih some hard choices about how to raise (he funds thai are 
necilcil lo pav h)r tliem We mighl. ot course, agree to hi.uher 
state uul tcdenil tavcs lo cover the escalating cost of Medicaid. 
Hut lhal IS somellimg that manv tavpavers (irmlv op|)osc. lb 
solve Medic. ire s ti*cal crisis, we mighl agree to higher pavn^ll 
deductions ( urrcnily. em|Movers and emplovees arc each pa\ 
mi: I ^ |K*rceni o\ earnings inu> ihe hospital irust tuiut. The 
Congressional lUidi^ct Ollicecstimaies that it pav roll ta\es were 
UNcd as Ihc sole method ol restoring the solvency ol Medicare s 
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hospital trust fund, payroll deductions would have to be about 
twice as high as that by 1995, and then increase steadily there- 
after. If that is the way wc eh(K)Sc to resolve this problem, both 
employees and employers will have to pay, within a few years, 
almost ten percent of the employee's wages for Medicare and 
vSocial Security^ 

The question is how much further we are willing U) go in 
the direction of taxing people who are currently in the work 
force to pay for those who are retired. At a time when programs 
for the elderly constitute^ the most costly item on the federal 
budget, some people conclude that we have reached the limit 
of what can be conmiitted for the aged. 

f^or all the technical detail in .some of these f^oposals. the 
discussion of reforming Medicare and Medicaid comes down 
to matters of fairness arid compa.ssion, and reaching a balance 
betvveen what we have promised and what we can afford. If the 
cost of Medicare and Mtdi'^aid cannot be pared down, we will 
have to figure out the fairest way to distribute their increasing 
cost. 

matter hi^w we deal with these publicly subsidized 
programs, however, the cost of medical care for the elderlv is 
likclv to continue to n.se because of technological advances that 
are keeping people alive longer. So we turn now to a third set 
ot choices about medical care. chiMces that arc posed bv new 
medical technologies. 





The High Cost 
of Heroic Measures 



(fik Now diagnostic and 
X V surgical techniques 
allow doctors to do far 
more than they 
formerly could. But 
are their high costs 
justilied by 
the results? 



l-iirly in DccLMiibcr 1982. two names were prominent in the 
news — Barney Tlark and Jarvik 7. Barney Clark, the Seattle 
dentist who bceanie the first human recipient of an artificial 
heart, received most of the attention, I'hc person who made 
that o|>eration possible was physician Robert K, Jarvik. who 
invented the artificjal heart and for whom the operation 
represented the successful outcome of ten years of research. 
The tist:sized plastic and metal device that afforded Barney 
Clark an extra 112 days of life was another impressive 
demonstration of state-of-the-art medical technology that has 
revolutionized the treatment of heart patients over the past 
decade. 

Hvcn in the midst of the celebration of that medical 
breakthrough, however, two very practical questions were being 
raised; once it is pos.sible to implant artiticial hearts routinely, 
who shi>uld be permitted to have them? And who will pay for 
them? The cost will be high, Hstimates are that even after the 
priKcdure is pcrfLVted, an artificial heart will cost at least .$5(),(KK) 
and post-surgical care may co.si as much as .$1{H),(KK). wSince 
some 3(),(KK) Americans could be considered .'^ able candidates 
for a heart implantation, the annual bill might come to $4 billion. 

The artificial heart is only the most recent in a series of 
medical advances. Time jXwx time, we have .seen that what is 
experimental tod iy redefines the accepted standard of medical 
practice tommorrow, and that the cost of these new medical 
piocedures is stunningly high. Consider, for example, the most 
significant advance in open-heart surgery over the past two 
decades- the coronary-bypass operation. Regarded as an 
experimental operation as recently as the early I^TOs, this is 
now a.S3billion-a-yearindu,stry, Some I65,(KK) Americans now 
have bypass .surgery each year, at an average cost of more than 
$2(),{KK). 

C\)nsider the histi^ry of another procedure that has saved 
the lives of thousands of people — kidnev dialysis. Before 
I^r73, only 6, ()()() people in the United States used dialysis 
machines. Then Medicare took over dialysis payments. Today, 
more than f>(),(KK) people use dialysis machines, at an annual 
cost exceeding $1 billion. 

Those are only two items from a substantial list iif recent 
mcdicul brcaKthroughs, Sophisticated instruments and 
priicedures such as the C\ scanner (con)puicri/ed X rav 
equipment that produces a cross-sectional picture ol a patient s 
body), hip replacements, and kidiicv transplant operations arc 
some of the other advances of the past decade ,Addiiional 
procedures are wailing in the u ings, including the aiiilicial lung 
and the artMicial pancreas, artificial skin loi the ireainKMii ol 
burns, and electronic implants that ma\ icstoie hearing to the 
deal and sight to the hliiul 

l'\erv >ear brings \\ remarkable iuhancc m medical 
icchnoU^uv, And because the monev is a\ailable in the rniied 
States to uvc lunv medical lechnoloi^ies. iliev ci^nc into general 
use lasicr m this enuntrN, Costs tunc t!iMic up Ivc.uinc phvsKians 
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led obliged 10 (locvcr\lhinj! lluu incdKal scicntc and technology 
can do — and ihal*s a lot n^orc. and a \o[ more expensive than 
It used to be. 

Why Don't Doctors Control Costs? 

There is no question that health care costs ci)uld be reduced it' 
physicians routinely prescribed fewer diagnostic tests, it they 
conlined **heroic** measures to those who clearly wi)uld derive 
the most benefit from thenu and if hospitals refrained fn>m 
buymg expensive new equipment that benefits relatively few 
patients. 

Whv then don't hospitals and physicians cut back on ex- 
pensixe medical services to keep costs down? The most direct 
imswer is that the ethical imperative of the medical profession 
IS no' to keep costs down but to do everything possible for the 
patient. After all. an additional test or treatment niiahi help. 

But there are other reasons why physiciar.s i)rder more tests 
than inav be necessary, or pursue the aggres>ive treatment of 
terminally ill patients. 

While physicians recogni/e that such treatment may be 
pointless, that it may amount to nothing more than a very painful 
and expensive prolongation of life, they ni)netheless feel that 
they cannot do anything less because of pressure fri)m the pa- 
tient s family and becau.se of the threat of malpractice suits. 
Many physicians have taken to practicing what is known as 
defensive medicine prescribing tests, or keeping terminally 
ill patients connected to lite-su.staining equipment so that if they 
are sued, they can show that they exerci.sed every possible pre- 
caution. The great majority of malpractice suits against doctors 
are ultimately dropped or dismissed because they have no valid 
legal basis. But that is no deterrent to an increasing number of 
people who question the judgment oi medical professionals, 
and seek damages for an unsuccessful medical outcome. 

I his threat also leads to more expensive malpractice in- 
surance, especiallv lor physicians who practice high-risk pro- 
ceduics such as open-heart surgery - yet aniUher cost of doing 
business lor both doctors and hospitals 

There is a third reason whv most diKtors do everything 
thev can do for patients regardless ot cost or the prospects of 
success, and this takes us to the heart of the maUer. There arc 
no clear!) delined criteria for rationing care. If we want doctors 
to be cost sa\ers tor siKicl> as well as advin^ates and healers 
ol ihc ill. we aic al ihe \cr\ least imtH)sing contradictorv re 
quirenu-nis on iliem It firm budget Imuts were placed on hos 
\nu\ siuncone would ha\e to make the dcciMi>ns about 
who would rcLCixc caiv and who would iu>t. Such choices arc 
routinclv made the btiitleficKl. Phvsicians m the miliiar> ha\e 
liMiL' \jiuleisttHHl ihal ulicn ihcic *iic loo tew rcMuiivcs to lake 
care ol all ol the wounded, decisions ha\e \o be made about 
which patients stand to benetit the most from treatment, which 
means deiuing treainiefit to Mxne Is this a piuverthai we waiii 
i.M\c to doctors * 'Not lo push with all a\ailable resources ui 
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Barney Clark was the recipient of the first human artificial heart 
transplant, in an operation performed by surgeon William DeVries 
in 1982. 



after time, we 
have seen that what \s 
experimental today 
redefines the accepted 
standard of medical 
practice tomorrow, 
and (liat (li4>cos( ul\ 
new medical 
procedures is 
sUn);^Mn^[v hi^h/' 
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Sophisticated intensive care units such as this one give lifesaving 
support to infants born prematurely. 

c\cr> case leaves us open to accusatii)n of prcsuininji godlike 
powers in deeiihng who shall live and who shall die/' writes 
Dr. Alexander 1 ,eat\ chairman ot Harvard\ department of pre- 
ventive medicine. *'()n the other hand, to push with all available 
resources when the probabilit> ot improvement seems vanish- 
mjzlv small leaves us open to the accusation ot presuming gixl- 
like powers ot healing." To balance such demands, ti) ration 
medical care that is the bitter issue raised by the proliferation 
ot liigh cost medical technologies. 

Guidelines for Rationing Care 

Medical groups ha^e been understandablv reluctant to address 
the sensitive problem ot rationing. In June 1 at the annual 
meeting ot the American Medical Association in C'hicago. one 
of the chiet topics was what physicians could do to control 
UKHlical costs There was a giUKl deal ot discussion about ra- 
liomni! care, which has hecornc an emotional issue because of 
the relusal ot some Medicaid agencies and insurance grou[)s to 
pas Un cxtrcmciv expensive priKcdures such as organ trans- 
plants Hut the delegates linalK supported the position ot the 
AM.Vs board of trustees, that it would be inappropriate *Mor 
ific assticiation, bv itscll, tiulevelop guidelines tor the rationing 
ot care 

It the AM.A has fKvn reluctant to take a position on the 
question o\ rationing medical care, both insurance companies 
and the tedeial government have been forced to grapple with 
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it. With the success rate in organ transplants rising, it has be- 
come a pressing matter to decide whether unlimited insuranee 
funds should be made available for each new medical ireatmenl. 
Heart transplants, which cost between .S75.(KK) and $125.(KK). 
forced the issue. Today, about 50 heart transplants are done 
every year, but far more people could benefit from them. Med- 
icare still considers heart transplants — like liver and pancreas 
transplants — experimental , and docs not currently pay for the 
surgery, but that could change. As former Secretary of Health 
and Human vServices Patricia Harris put it, a signilieanl increase 
in the number of persons undergoing heart transplant raises 
'Mnany unanswered questions'' about such matters as the patient 
selection process, and the long-term siKial. economic, and eth- 
ical consequences of the procedure. 

It also raises the question of whether we may be unable to 
respond to other medical problems if we devote substantial 
funds to organ transplants. Cost-conscious experts at the De- 
partment of Health and Human Services point out, for example, 
that if only 2,(KK) heart transplants took place each year — a 
conservative estimate — that would cost the Medicare program 
at least $5(K) milliiMi^dollars. That sum is far more then the cost 
of a proposed child health assurance program which would 
benefit several million children. Is there a way to balance the 
needs of 2,(KK) people who need heart transplants and several 
million low-income children and pregnant women who would 
benefit from that proposed health assurance program? 

The heart transplant issue forces us to ask whether there 
are limits to the health care that any society can afford, partic- 
ularly for procedures that benefit relatively few people. Re- 
cently, the trustees of the Massachusetts (Jeneral Hospital in 
Boston rai.sed these questions in deliberations on whether they 
should start a heart transplant program. I-Xsentially. they weighed 
the value of saving six lives per year against itie econorflic 
impact of that program on all of the other patients at Massa- 
chusetts General, and its effect on the incidence of cardiovas- 
cular death in the entire society. Concluding that they have a 
responsibility to evaluate new procedures on the basis of their 
ci^ntribution to the greatest good for the greatest number, the 
trustees decided against a heart transplant program. 

Similar questions were raised this past spring when Blue 
Cross and Blue Shield announced guidelines intended to contain 
health care costs by reducing lab tests and radiological priKC- 

dure^ f*ew pe4^>lc quc.vti4Ui ihc. value ot^iupbibti^ak^d n^^ 

agnostic equipment that provides far better information than 
was available a generation ago when doctors depended upon 
little more than their own mtuinon and the tools in their black 
bag. 'technological advances in diagnostic equipment deserve 
much ol the credit for the success of modern medicine 

Nonetheless. Blue Cross and Blue Shield, with their 
^Miiedical necessity guidelines/' are trying to reduce the un- 
necessar) tests that they feel substantially incanisc medical costs 
for some KO million subscribers. A common diagnostic practice. 
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for example. Mhc uniimc \\sco\ X rays in hospital admissions, 
whether or not ihcy arc very likely to provide additional inlor- 
mation to the attending. physieian. Blue Cross reeommcnds that 
sueh X ra>s not be done routinely. Another example of what 
Klue Ooss leiiards as an unwarranted use ofdiagnostie tiH)l.s 
IS ultrasouml equipment-, employed in loughly 40 pereent of all 
pregnancies to gauge the condition ot the mother and the fetus. 
Blue Cross considers ultrasound to be a necessary diagnostic 
tool only when a problem is suspected. In most cases, ultra- 
sound pictures provide no more that a curious addition to baby 
albums. 

How Necessary Are CT Scanners? 

One ol Blue Cross* main concerns is to prevent unwarranted 
Use ot the most sophisticated and costly ot diagnoslie tiH)ls, the 
CI scanner. The scanner is a convenient, noninvasive instru- 
ment that can be used to diagnose a wide variety of disorders. 
I'Ascntiall). It IS a computer assisted X-ray machine capable of 
producing a cross-scclional picture of any part of the body. 
Because it is capable ofdisiinguishing between brain tissue and 
a tumor, for example, and because it pinpoints the liK^alion of 
such abnormalities as tumors and identifies their si/e. it pro- 
vides lar better information than ordinary X rays do. Considered 
one of the most significant of recent breakthroughs in medical 
technologv. the CV scanner is a piece of equipment that most 
hospitals wDuld like to have, 'icspite a price tag of at least a 
million dollars. 

Oitics concerned about the tendencv of hospitals to pur- 
chase complex niachinerv as a badge of prestige have insisted 
thai Cr scanners should not be installed in every hospital. .Since 
iw74. w.hen ihc ledcral governiucnt began requiring hospitals 
to obtain a certilicatc of need from a health planning agency 
before making major capital expenditures, many hospitals have 
been denied C T scanners. 

The lact that 1) (\ ( Jcneral Hospital in Washington was 
one ol the hospitals that didn't have a scanner became an issue 
in April h^XI. when I.oraine Blake, a Washington school- 
reacher. was admitted to the hospital s emergency riH)m com- 
pkiimng of a severe headache. Several hours later she slipped 
into a coma from which she did not recover. Two weeks later 
she died. Her husband sued the city, which runs the hospital, 
for not takuig Mrs. Blake io one of the area hospitals equipped 
wiih CT scanners. Such scanners are especially important in 
emcrgclK V nuims beciHiscTfiey priVv1(te irta?n"and ncruratc di- 
agnosis ol head miuries. The judge didn't find the hospital at 
fault ft^r not having the equipment. But Mr. Blake won his suit 
agaiiiNt the citv \or tailing to transfer Mrs. Blake to a hospital 
equipped wiih a CT scanner. When journalists followed up the 
storv. It was determined that in a six-month period, eight people 
died at D.C. Ocneral who might have lived if the hospital had 
kvn equipped with a (T scanner. There was a goixi deal of 
cniuism i^f a procedure which, in the name of containing nR\f- 




BreakthrouKhs in medkal technology provide powerful new di* 
agnostic tools .such an the CT scanner* 



ical costs, keeps doctors and hospitals from purchasing the 
equipment they need — and then results in the loss of life. That 
underlines the basic issue: what value do we place on a human 
life? What costs are we willing to pay for technologies that save 
only a few lives per year? 

Hven though the eertificate-ot-need procedure has kept 
many hospitals from purchasing CT scanners, they are becom- 
ing increasingly common. It is estimated that there are now 
some .^.(XK> of them nationwide. Because their initial cost is so 
high, they have to be run at high volume to keep average costs 
down. Kor that rea.son. there is a strong incentive to use them 
— as the Blue Cro.ss guidelines point out — even when patients 
complain of nothing more than minor headaches, at a cost of 
more than .S3(K) to the patient (or the insurer). 

\{ ^tftfms clettr ihttf m imny i-m^ where CT scanners are 

used, the additional information they provide is not wonh (he 
cost. But how relevant is this consideration? Should all hospitals 
have equipment like CT scanners, regardless of their expense, 
in order to prevent the death of people like Loraine Blake? Or 
should hospitals be required to assess sueh big-ticket purchases 
with an eye toward cost effectiveness, even if it means that 
some people will be deprived of the advantages of state-of-the- 
art equipment.^ 
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HOW COME MEMORIAT 
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Alas^hosphalsare 
onl^huinan. 



r3 

c 

r3 



1 ritics charge that many hr)spitals buy every new piece of equipment that is developed^ 
regardless of its cost, as a badge of institutional prestige. 



Intensive Care 

Some of ihc niosi contentious discussions of health care ra- 
lionif\u in\t)Ke tlie use of intensive care units, called ICHs. It 
IS in Id's tliat a varietv of* medical technologies — including 
respiratt)rs. antibiotics, and pacemakers — are employed to 
keep alive people who until recently would have had little chance 
ot surMMng In the words ot ColoradiTs (iovernor Richard 
l.ainnu 'Medical science is replacing (lod in deciding when 
we die " 

Todav. many hospitals are equipped with intensive care 
units lor premature infants. Six f)crcent of all live births in the 
c<nintr> invoKe premature or critically ill babies who require 
intensive cari* Al a "cost" riuigRfy eqUal to that of coronar> 
bvpass surgery, premature inlants weighing as little as two to 
three jH)unds olten survive to lead normal lives. The question 
as with each of these other medical technologies is whether 
we re willing to pay roughlv SI5().()(H) for the care of an inlant 
wh<i would almost certainly die without such deliberate and 
intensive treatment. Recognizing that inlants weighing less than 
abiuit two and one liHirth pounds are more likeK to be severely 
liandicapped. where should we draw the Ime between inlants 
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who should receive intensive care and those who should not? 
Carried to the extreme, these heroic measures seem lo some 
people lo represent the nightmare of nnxicm medicine gone 
awry. In one instance a couple described how their baby, w^ho 
was bom with major defects, was kept alive against their wishes 
— until he died six months and more than $I(K).(XX) later. 

IXvisions regarding the elderly in intensive care are equally 
wrenching — for the patient, the patient's family, and the phy- 
sician. It is significant that d(Klors don't very often speak any 
moie of death by natural causes. The sicknesses that once were 
the chief causes of death among the elderly, such as pneumonia 
which used to be referred to as 'Mhe old man's friend." 
sparing people f rom years of disability and allow ing a relatively 
speedy and dignitled death - can now he arrested thrrmgh the 
use of antibiotics, respirators, and other means. Modern med- 
icine allows doctors to sustain life far longer than in the past, 
lo some . they keep withered leaves on the tree long after nature 
would have let them fall. 

Longer lite is of course something to be valued. The fact 
that bm)ks on **prolongevity" and extending one s life span are 
best sellers suggests how eager people are to live longer. What 
IS at issue here is not the measure., that might be taken to protect 
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The Slow, Costly Death of Mrs. K. 

Al a linic when there is inereasing debate about the v ahie of 
inienMve care tor the terminally ill, David Hellerstein, a 
New York { 'il> physician, examined the hospital bill tor one 
elderly woman, Mrs. K. Atler 2."^ days in the hospital, 
almost all of it m the intensive eare unit, there were some 
7(K) Items on her bill, whose total amount was $47,31 1.20. 
Reconstructing from that bill what hapjvned i.n Mrs. K's 
last days Dr. Hellerstein provides a vivid portrait of what 
intensive care means. 

September 23: Mrs. K. has been taken to the emergency 
r(H)m.of a renowned hospital on Manhattan's Upper West 
Side. More than S2(K) worth of blood tests are ordered, 
$232 worth of X rays taken, $y7.!S0 worth of drugs 
administered. She is sick, very sick. 

September 24: Mrs. K\ has been moved to the intensive 
Care I -nit. It costs .$5(H) a day to stay in the ICU, base rate, 
let's were developed in the I96()s. They provide 
technological hfe-Mipport svstems and allow for 
extraordinarv patient monitoring. Without the attention she 
IS receiving in the \C{K Mrs. K. might already be dead. 

September 26: Mrs. K. has been running a high fever. She 
is put on gentamicin, a powerful antibiotic. 

September 27: It is Mrs. K\ tifth day at the hospiuil, and 
she is.slipping closer to death: her lungs begin to fail. She is 
put on a respirator w hich costs $1 19 a day to rent and 
requires a special technician to operate. 

September 29: Mrs. K\ first week in intensive care ends in 
a flourish of hliHKl tests. She ha.s five C'hem-X tests that 
measure the level of sodium, potassium, and six other 
chemicals in her bloiHl. The hospital charges Mrs. K. .S3 1 
lor each (.*heni-S. Mrs. K. has also started peritoneal 
dialvsis. Her kidneys are failing. She is still hooked up to 
the respirator. She is being kept alive by what Lewis 
Thomas calls 'lialfway" technologies - "halfway'' 
because kidney dialysis machines and respirators can 
suf >fH n\ A >»Uiwv i+H Umg pcri t K l ? ^ o ; luuc^ but caii * I 

cure the uiuk riving disease. 

September 30: Mrs. K has been put in a vest restraint. 
Rcstiamls are used m intensive care t(> keep patients trom 



thrashing about or pulling their lubes out. Many ICU 
patients develop what is called 'MCU psychosis." They 
become disoriented and begin hallucinating. The condition 
is brought on by lack of sleep, toxic drugs, the noise of the 
ICT) staff and machines, and pain. 

October 6: Mrs. K. has been in intensive eare for two 
weeks. She is still running a very high fever. Mrs. K. has 
been placed on a special blanket: it is hiH)ked up to a 
machine that functions like a refrigerator. The blanket helps 
lower Mrs. K s body temperature. Should her temperature 
rise too high, she may suffer permanent brainslamage. 

October IS: Mrs. K s fourth week in the ho.spital begins 
with a spinal tap. Using a long needle. adiKMor drains fluid 
from her spinal cord. A spinal tap is performed when a 
patient has what are called ^'neurological signs." Partial 
paralysis is one such sign, loss of eonsciousrne.ss another. 
When diKlors order a spinal tap. they .suspect brain disea.se. 

October 17: Weeks of halfway technology have given the 
doctors time for testing. The doctors may even have 
diagnosed what is wrong with Mrs. K. But the ICU and its 
technology have not given them the ability to cure her. Now 
the heart, which has been failing, gives out: cardiac arre.st. 
There is a burst of activity. Bicarbonate, epinephrine, and 
other drugs are administered. Thirteen bottles of 
intravenous solution are poured in. 

October 18: Mrs. K s last minutes are recorded on the 
various ICU monitors. The level of ox>gen in her blood 
falls. She dies. Total eo.st of 25 days in the hospital, nearly 
all this time in intensive care: .S47,31 1 .20. Of this. Blue 
Cross will pay $41 ,933.87. The dwtors' bills that are not 
covered by hospitalization insurance come to thousands of 
dollars more. In I9H2. the last year for which figures are 
available, Americans spent $322 billion on health care. Of 
this. .$135.?'billion was .spent on hospital care. There were 
36,241 ICU beds in 1982 like the one Mrs. K. was kept 
alive in. and about $27 billion was spent fortheiru.se. That 
represented nearly one pt^rcent of the gross national 
product. 

('op\rii?hl » h\ Hitrpcr\ Majja/inc }-iHirul.Uinri Al! riL'hls rt'scr\Cil 
Reprinted liom March. P^K4isMu*h> sfKi ial |X'rniisMoii 
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One example of today's sophisticated medical technoloKies, the 
computerised respiratory monitoring system, allows doctors such 
as Stephen Finestone of Pittsburgh's Montefiore Hospital to ac- 
curately monitor patients' vital signs. 



''At what paint should 
l^fe-susta^n^n^ 
treatment be 
diseontinued? What 
value do we put on 
saving a human life, on 
reducing pain, on 
extending the lifespan?'' 



an otherwise healthy middle-aged adult Ironi a partieular ined- 
ieal peril — thus to allow that individual a ni)rnial lite span of 
three score and ten. The question is what, it anything, should 
be done to extend human lite beyond that point tor individuals 
who are aged and intirm? Ivven in biblical times, tlie age of 70 
was not regarded as an absolute upper limit. The psalmist held 
out the possibility of 80 years "by reason of strength/' But 
how do we feel about extending life for the ckiorly for months 
or years solely through life-sustainmg treatment? 

This is so sensitive a topic that it is difhcult to raise the 
possibility that we may already have gone loo far in the direction 
of routinely resorting to intensive care for the elderly — care 
that in many cases only marginally increases risk, but greatly 
adds to the cost of treatment. I'ully XO percent of Americans 
die in hospitals or nursing homes, most of them in the course 
of receiving some sort of medical treatment. Last year. Medi- 
care alone paid about $15 billion for the care of the terminally 
ill in their last six months of life. Some critics regard that ex* 
penditure not as an expression of collective compassion for the 
elderly but as evidence of our disinclination to develop guide- 
lines for the use of an extraordmanly expensive medical tech- 
noK)gy. In the words of British ob.server Norman Macrae. 
"Although third-party insurance makes it prt)titable for a doctor 
to pump the finest medications \n\o an unprotcsting near-corp.se. 
there is m) evidence that this extended the average patient s life 
by nn)re than a few harrowing days. I'or each day that it did. 
it will have raised the national health bill by neai^|^nother 
$I(K) million. 

Any .such statement pri)vi)kes the turor of people who re- 
gard discussii)n of the rationing of medical care as a blatant 
insult to the elderly. In remarks to the Colorado Health l,awyers 
Association in l9S3.(iovcrin>r Richard Kamm said that "We\e 
got a duty to die. to get ou\ i)f the wa\ \vith our machines and 
our ariiticial hearts/' He was referring to the terminally ill and 
the importance of facing up to the difficult question of when 
heroic measures should be discontinued. His remark was widely 
construed as an invitation to the elderly to leave by the nearest 
exit, and it provoked an uproar, hloriiia Representative Claude 
Pepper. a leading spokesman f\)r the clderK, accused the 
governor of "downgrading the elderl>/' Others angril) de- 
manded I.amm s resignation. 

Who Should Choose? 

Yet with each new ativance in medical technolog\ the issue 
grows more important: at what point should lite-sustaining 
treatment be discontinued? On one level, this is a qucstitHi that 
physicians need to address. Perhaps the\ should be more se- 
lective in admitting terminally ill patients tor whom the lite- 
sustaining capabilities of an ICU reprcse.it nothing more than 
a means ot proli)nging sutfering. Hut at a moie fundamental 
le\eL the issue here is a \alue question that we all need to 
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aJJtvss. ^^hal \aluc iln v\c put on saving a luunun lilc. on rc- 
(liicini: pain, on cxlcndin^i the lifespan? fiim ilo those vakies 
ehanije when ihe lite at slake is a relative s. a neiirhbors. a 
siranuer s ' 

Is the same aggressive treatment that is routineK pursued 
with a 35-\ear-()kl appropriate with an SO- year-old? It not. which 
meilieal pMK'eJures shiuikl be denied to the elderly? Other coun- 
tries have begun to conlront this question. The British National 
Health Service, lor example, has a policy of not providing he- 
nuHlialvsis to people over 65. and vSweden routinely denies 
expensive organ transplants to pt*ople over 65. In order to con- 
tain soaring medical costs tor the society as a whole, we might 
agree to such rationing. But how would we feel if the elderly 
[vrson who needed that organ transplant were our own parent, 
oui spouse, our Iriend • and ruriherniore it that person were 
otherwise in ivrlectK goiKi health? What if that person were 
you*/ 

Bnlam s experience with strict budget limits on its Na- 
tional Health .Service suggests what it might mean in the United 
Stales to begin rationing meilical assistance. It' American doc- 
tors ti^llowed the example ot their British counterparts, they 
would weigh not (>nK the meiiical aspects ot diagnosis and 
treatment but also the patient's age. general health, family re- 
sponsibilities, and chances of recovering. That, as Henry J, 
.Aaron and William Schwartz, authors of a recent study of the 
British s\Mem. \^oun out* " would require a tar-reaching change 
m altitude tor many American doctors who believe it unprofes- 
sional', if not immoral, tor doctors to consiiler costs in deciding 
wlial actions lo lake on behalf of [)atients." 

Aaron and Schwartz point out th.at if rationing wereapplieil 
m this Lounii> J 1 1 budget limits prevented ph>sicians trom 
iloiiig eveiA thing in their power {o treat tetal detects, tor ex- 
ample, or to sustain the lives of those with irremeiliable medical 
[Moblcms our ptol)ablc result wouki be a substantial increase 
m the number ot malpractice suits. Some [vople wDukI allege 
that hospital rules denving treatment in certain cases are ca[^ri- 
cious. tlial arbilrar) ilecisions violate our right to equal protec- 
tion under (he law. In Britain not ma'^v irtal[Mactice suits ate 
tiled fvcause that countr> *s tort svstem tlitlers substantially trom 
our own liniish claimants have to pav out of pocket tor a 
lawver s seruces. regardless of the outcome ot the case. It the 
case is lost, claimants mav have to pav tor the iletemlant's costs 
well \u thisx^njnliV-aUuiiic>x.U4m;aU^^ laU*. ♦HK^-thnd ol 
ihe aw»m1' it ilie> win. and receive nothing if ihev k^se. 

So one subsumtial obstacle to redefining standanl medical 
practkc and ottering something less than the tvst possible treat - 
^' ment lo evervimc woukI be the threat ot a tlood ot malpractice 
suits that LoukI m Aaron's anil Schwartz's wonls ''choke 
tlie courts and paralvze medical practice." What might be nec 
essarv. it we choost* to ciuitain meilical costs by raticuiing med- 
u a! treaiment tor some purposes anil si^ne patients, is a change 
in ihc laws that now encourage people U) sue diKti^rs and hos 



pitals it they feel that medical treatment has been withheld or 
p(H)rly pcrfornicd. 

New technologies have substantial K increaseil the cost of 
medical care. One way to contain those costs woukI be to agree 
upon certain limits to their use when it is clear that cosf^ out- 
weigh bcnelits. In this country, as in Britain, doctors might he 
encouraged to develop rules of thumb to distinguish extravagant 
care from standard medical practice. That is what many people 
pro|X)se as the most promising approach to contain medical 
costs. They believe that much of what is now ilone in the name 
of "standard medical practice" is unnecessary and excessive 
and that if we were to cut back on the use of certain pro- 
cedures, we woukln't be forced to accept cutbacks in o//kt areas 
of siK'ial speniling. 

But that means deciding which potentially beneficial 
equipment — such as (T scanners — hospitals should fUft be 
able to purchase. It means deciding which services — such as 
organ transplants — should fu^i be performed so often. It means 
deciding when life sustamiog measures should nof be applied. 
And those are decisions that can't be made by the medical 
profession alone. 
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Putting a Priority and a 
Price Tag on Healtli Care 



Thinking about \^hat is 
V > in the public interest 
requires both patients 
and healthcare 
providers to weigh in a 
humane fashion the 
cost and benefits of 
medical care.^^ 



Iiarlv in (he summer ot there v^as >ome iiiu)d news lor a 
change about health care costs. While the price ot medical care 
was still rising taster in the first halt o\ Uie \ear than ihat ot 
most goods and services, the rate ot inllation in medical care 
droj,|/vu to 6.5 percent. alnu)st tour points lower than it had 
been in P)8I. Commenting that the ci)Uiiirv has '^broken the 
back of the health care inflation monster/^ Secretary of Health 
and Human Services Margaret Heckler aiiributed the pri)gress 
to the new Medicare reimbursement scheme that pays fixed 
amounts lor each medical pri)cedure. While not everyone would 
agree that the new reimbursemeni scheme, by itself , represents 
a cure f\)r siiaring health care ci)sts. few would deny that its 
restraining effect is important. 

There are oihcr signs of progress. In hiwa. which just a 
few years agi> was troubled by health care ci)sts that strained 
the state s budget and the ability of emph)yers to keep up with 
rising health premiums, a concerted statewide plan has led to 
dramatically lower hospital admissions and thus to lower health 
care costs. As a result of declining use o\ hospital beds by Blue 
Ooss and Blue Shield subscribers, that company announced 
that as i>f July 1. Iowa .subscribers would+vnefit from the first 
general reduction in health insurance rates since rapid health 
care inflatu^n started. 

What happened in Iowa is a vminder that something can 
be dt)ne about the probfem. Across the country, various steps 
are being taken to attack it. Yet the problem of soaring costs is 
by no means solved. In many regions, health ciir^ costs are siill 
increasing at twice the rate ot inflation. Although various 
proposals have been made to solve Medicare\ crisis, there are 
still real questions about how to close the huge gap that will 
open within a few years between that program s revenues and 
Its projected outlays, I'urther. because of new medical 
technologies, and the aging of the population, health care costs 
are likely to continue their inexorable rise. 

How do we gain contri^l over this troubhiig situation*^ It 
IS not enough for us - - either as individuals or as a stK'iety - 
to say that we want the highest-quality care for all. As the cost 
of doing all that medical science is capable of doing has become 
more apparent, many Americans have begun to confront the 
necessity of choice. 

Perhaps the tirsi point to recogni/e is that the various things 
we want in a health care system are not compatible with each 
As we- luvc iicca* uuu> people led Uuit no one .vluauUl 
go without medical care because of their inability io pa\. These 
|vople want a health care insurance svsteni that prevents financial 
hardship in the case of a severe illness or acciilent. Yet many 
ol them also want asvstem that makes efhcient use of resources 
and that discourages excessive or unnecessar\ use of the medical 
svstem. Most people want to avoid a large ta\ increase that 
might he iinpi^sed to solve the Medicare crisis, vet (hev don't 
(hink the elderlv should pav mi)re ot (heir medical costs i)ut of 
ihcH pocket. People want cutbacks in gov eminent s(XMKiing. 
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bill lhc\ tlon l Wvinl tiilbiiLks m Mctluarc nr Sivial Sccurilw 
ihc luti [imuranis uhtisc cusls have been risinj: nunc rapitllv 
than tin> olhcrs 

Sueh iMLtHiipaliblc wishes arc one reason why it is so 
JittiLiill lo ainlain ticallh care cosis. C\irnin,u to a decision forces 
us lo contninl ihe hiuh cosls ot medical s i vices ihal many ha\e 
come io rcjiard as a riiiht. Connnjz to a decision forces us ui 
choose our pru>riUes, and lo recouni/e lhal we may have «o jzivc 
up certam ihmj^s'in order U) jfcl ihose lhal v\e reuard as more 
nnptiriant 

Mow can Ihc heallh care svsicm be made both etticienl and 
elteclivc* Can we enctuirajie bolh patients arul heallh care 
providers lo wcij!h uiih coinpassum the benetils and losIs ol 
medical care ' These are the problems we face. 

Choices and Consequences 

BasicalK. there are just iwo ways lo resolve Uk prwniem. Our 
' tirsi L'Uowc IS simpK u> accepl ihe hi^'h anil jirowinj: costs ot 
health caro Some [Vople Icel lhal heallh care is so im|Kir(ant 
lhal ctisl should be no consideration, lhal all cost culliny mea 
suies iirc unacceptable because they deprive some patients ol the 
care that lhe> need As e\pensi\e as heallh Care is. ihe> teel 
lhal U s worlh it After all. bcvauso ol the niorie> lhal we\e 
invested rn health care over the past ueneralion. we have new 
equifiinenl arul new druj!s that uivc {XMiple a better chance ot 
fiizhtrnii ott diseases that once were talal. Because of the furuls 
rhal have been committed lo izmernment subsidi/cti mcilical 
piweiains. we arc lakiniJ fvltcr care of older cili/ens and Ihc 
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poor than wc did in the past. Ntiw, if this is our choice, the 
problem is: who should pay for il'.^ And which of our ^^her 
national jioals niiiiht have to be scaled down in order to pay the 
hi^ih cost of medical care? 

Our second choice leatis \o equally tlifticull decisions. 
Considerinj; the strain lhal soaring heallh care costs place on 
yi)vernmeni budgets, on employers, and on indivitluals, we 
could decide that limits should be imposetl. Hut tloinj; this means 
rcdrawini: the '\'onirac(" specifying the kind of medical care 
people are enlilletl lo. and how much they will pay for it. 

As we have seen, three funilameniallv different cost-cut- 
linu stratciiies have been [uoposetl. Some people feel that the 
basic problem is that neither patients nor provitlers have an 
incentive lo think about costs, l-rom this persfvciive. the best 
liope f or coniainiiiL: ci)si is to make medical care t)nce a^iain an 
economic lioikI. Patients should be required t(> pay larjier de- 
iliictibles and co-payments ih i)rder to tliscourajie unnecessary 
use of medicaf facifities. There mijiht jireater incentives for 
|>eople ti) join HMOs and other Ivpes of health care systems 
tlial |>rovidc an atferriative lo fee-for serv ice medicine. Em 
plovees imuhl be jiivcn a choice amonj; heallh care plans as an 
inccntivcMo shop arourul. In brief, one way to brinj! costs dow n 
would be to make bolh heallh care consumers arul prtniders 
more cost conscious, to make shopping: tor medical care more 
like the shoppmi: we tlo for oUier uihuIs arul services. 

A sectuul cost-ciiltinj! strategy is basetl iMi the view lhal 
tuMllh care ctists have increasetl so rapitllv since the mid-I^W)s 
because gtivernrnerU-subsidi/ed proiiranis [Kirlicularlv Med- 
icare and Medicaid have been li)o generous. crv«uing a verv 





They're asking you what you think 



|i iifKHfi . . itt i Vi'l \>>i> >%h.ir ihink 

ifHMll til l^*t|l t> tt«l(M<'l.|ltl l« «k\I«<^ kl (itir 

r., inh....,'v h. I. ■ ♦.nil . h.in. ♦ Ihn m.^'hr 

iri. I.. til.* . ••! >i» itih III in Jfi.ji 
iht . II.. '.I I.* W11.M1 %ih.|l "*u Atltnk .iNtiit I. 

|. ,ii III Mt .tirrA.<{t . iitip.ii.'n 

Us Vins\ lo liikv l^irl 

I iii.i '«. .1 »-«i I- • I .• I n -!• 

M. iru.v. i. iti. lU i'«ti.- i.« iii» sh-'i. i» 

nil if.t p >>'. i" •r. Ill ihi ii*iiii' 
I .» h. ititi . 



IIS H;ir(1 10 IHrcidr 

lit. .1 . lit .iirii. iiti 

StkMf.t A, [M\ lln'illf 

-U .hi. hhrr- .i.'M hi'M'i 

!.|l . «|l *M»l^ . -"♦ 



ifu' I'McrN l»»r iij»l,iiuc 
Mr.jIrliVtMr vMllcxpl.nn ihi vtJnui v nhnu 
nil- ihi- f»Ti»v ihi' . tin»> .iiul ilu* i>»n\i' 
i|iiriKi'» »»r i.hh.»ii,- h.Mlrh\i»lr' himiM'i 
s^nn I U'll v»Mi v^h.il r»i, h»H»M' Umi n v»»ni r»»l* 

Si} Volf on : Vou V\ ill Be Heard 

i )|i ilu' * ill i>nWr>>h .r killni 

llslltli' t.uh til tlu- thfUiN •»lHn !•» 

t.iit* >»h..\*.iiitl.«. iitii»in\;hiMllhit»Ni» 
Ihiiik . ii» Milli .iKnit t*\rulhini' v«mi it' 
luMitl .luMtiv* >lu- ..iMifiiivi! .iiitl iltrn in.itk 
\iiiit thiMti'N »>n ihi* h-iltt*! Viitl it M,K k .iitt) 
vM- 11 piiMish rhi* U'Milts 

MUt m\ v^ivkN ti| thmk 
my l.ilkiiii* .iiL'iiiMi' .nul 

\tllllll.* \*'H ^Mll hiMltl 

Ctunt' Itt thriik 1*1 il. in .1 
tirnitKi.i>v likt* tuiiN 

th.ll N lllst p. II Nhnllltl W 



h s your turn to choose. 



.\ li%tly debate ab<mt health care costs has begun. This ad is ap- 
ptarinu in IcK-al newspapers in various communities which are 
participatinu in a *^Health Vote" campaign designe l to encourage 
citizens' participation in decisions about health care costs and 
alternatives. 

c'ostK cniiilcnKMii. In this view. AmerKans have been encmir- 
.iLVil h\ these [^roerains ti> reearJ medical eare as a free ijihhI. 
huh\ uhials ha\e not had ti> aeknowlcdi?e the eosl of the services 
ihev consume 

lor the pei>[>lc who regard government -subsidi/ed pro-' 
eranisas llie chief reason for MMiini? heahfi care costs, the most 
[>rornising solution is to put tigliter reins on Medicare anJ Med- 
iLtiul One wa\ ol parinii down the cost ot these programs, as 
we noted, would \\: \o ha\e the piH>r and thecldcrU pav a larger 
shtiie ol their medical e\[KMises. Another wiuild to change 
the nature ol the ct)\erage. to cut its ci^t b\ redetming its pur- 
[M)se II the elderU paul most ot the cost ol rtnitme medical eare 
out ol their own [H)ckets. while receiving in exchange tlie as 
sui.inee thtit ci»sts i^j long-term hi>spitali/ation would he cov. 
I red. overall tosi^ would hi: lowered 

\W\ tiuse sucli pio|)osii|s wt)uld cut existing Medicare lu'ne 
ills .iiul toue people lo [mv more Irom tlicir own [Mvkei. the> 



are staunchly opposed by many. An alternative that man> favor 
i.s to impose cost controls in order to stop doctors and hospitals 
from increasing the prices they charge. 

The third eost-eutting strategy that we examined assumes 
that the chief factor pushing up health care cust.s is Uie sophis- 
ticated medical technologies and heroic measures that provide 
a level of medical care not formerly possible. The availability 
of organ transplants, intensive eare units, and extraordinarily 
expensive diagnostic tools like CT scanners raises questions 
that are increasingly important. Dihjs every American have a 
right to the best health eare available? Should heroic measures 
such as organ transplants and aggressive treatment in intensive 
care units take pj^ce so often? Is it in the public interest to 
encourage the development and installation of state-of-the-art 
medical technologies no matter what their cost, or how few 
patients might benefit from them? If progress is to be made in 
containing health care costs, citizens have lo begin grappling 
with questions such as these. 

Establishing Priorities 

Beyond these specific prt>po.sals, there are two issues that force 
us to define our values. The first is how much equality we want 
and what we are prepared to .sacrifice to achieve it. While many 
of the participants in the health care debate feel that tfic f^ain 
problem is cost, withers feel that we should not refrain frW 
doing what is right in the name of econofiiy and efficiency^ 
They believe that at a time when at least 20 million Ameru^ua^ 
lack health care insurance, our primary concern should be to 
extend to them the coverage that everyone else enjoys — and 
then figure out how to pay for it. 

The second is.sueJs what priority we want to assign to 
health and health care. How important is our own health, our 
neighbor's, or that of millions of other Americans? While it is 
often a.s.serted that quality health care is a right and that a per- 
son *s health is more important than anything else, that .still doesn't 
answer a very practical question: how much health care is 
enough? With regard to extraordinarily expensive medical pro- 
cedures such as organ transplants, we have to ask: how should 
scarce resources be rationed? In which cases are the high costs 
o\ heroic measures not justified? 

As health care consumers, we are encouraged by a third- 
partv payment system not to think about the cost ol the services 
we consume. But as participants in the debate over health care 
cost, we are obliged to keep those costs in mind - and to 
remember that resources could be used to satis|\ other goals. 
Ihc various choices we have examined would help to contain 
the soaring cost of health care. But thcN would also reduce the 
access of some people to medical services, or impose on in- 
diviii^ials more ot their cxfXMise. It is essential that the public 
loin the debate about health care costs because it is the public s 
health and in a larger sense, the publie good thai is at 
stake 
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For Further Reading 



I'or a comprehensive and insightful account of how the Amer- 
ican health care system evolved to its present fonii, see Paul 
Starr \s The Social Transformation of American Medicine (New 
York: Basic Bcmks, I )82). Many of the questions raised in this 
issue book — on such matters as third-party payments, the 
**right'' to health care, limiting expenditures on health care, 
and the high cost of medical technologies — are explored in a 
useful anthology. The Namm's Health, edited by Philip R. Lee, 
Nancy Brown, and Ida Red (San Francisco, Boyd and Fraser, 
19SI). Victor R. Fuchs has put together a brief and thoughtful 
essay on the choices this nation faces regarding health care in 
Who Shall Live'/ (New York: Basic Books, 1974). 

For a profile of some ways in which individuals are af- 
fected by the high costs of medical care, and of the health care 
industry as big business, see Edward M. Kennedy, In Critical 
Condition (New York: Simon and Schuster, 1972). In its '^Health 
Report" series, the National Journal has presented a scries of 
informative pieces on the politics of health care reform. See in 
particular. Medicare on the Critical Li.st,*' by Linda Demkov- 
WU.NationalJoarnaL July 30, 1983. For a u.seful overview on 
Medicaid, see Thomas W. Moloney's What\s Beinfi Done About 
Medicaid? (New York: The Commonwealth Fund, 1982). 
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NATIONAL ISSUES FORUM 

2. The Soaring Cost of Health Care 

Please answer these questions after vdu have attended the discussion or read the booklet. Answer them without 
reference to your earher answers. Then hand in ^oth reports to the forum moderator, or mail them ti> the Domestic 
Policy Association in the attached prepaid envelope. (In case no envelope is enclosed, you can send these pages 
to the Domestic Policy Association at 5335 Far Hills Avenue. Dayton. Ohio 4542^,) 

Pari I: ^ 

For cach^>itcm below, check the appropriate b^ to uulicatc it it is somethin^i 
\ we should do now 

I we shi)uld do on\\ // health care costs keep rising taster than inflation 
i i wc should no\ do under an\ circumstance 

Proposals: 



A. Intnxluce more competition into the health care system: 

1. Ivstablish higher deductibles so that patients pay more of their medical 
bills betbre insurance coverage begins 

PRO: Woukl rcinirul [vonlc lh;il health care is tUW: t'aniil> hiid^cls oniUI be sirainal, es 
soriicthini^ pa\ li)r i«no \\a> or aiu^lhcr pc\'iall\ in the short run. and sonic nn^iht put 

oil seeking the eare the> need 

2, Provide workers with a choice ot insurance plans and incentives to shop 
for the insurance ihe\ need 



PRO: Would put [pressure i^n uisuranee etMii- 
[\inies loK* more etnnp 'tiliveandotlerK^ttcr 
values 



CON: (\illed a "bribe tor eniplo\ees to dis- 
insure theniseUes" because those who need 
the money iiniiht opt tor madcqua''* auerage 



3. l\ncouraiic people to join HMOs — Health Maintenance Organizations 

PRO: HMOs have a reeord 1^1 f^rovulini; lhukI I!0N: l*atients would have to ijive lip llieii 
health eare lor a Knver priee laniil\ diKit^r 

B. Limit health care costs through {government initiatives: 

4. kciiulaic costs bv impi>sinii liniits on how much doctors and hospitals can 



charjie 

PRO: Ihis uiHili) tv the nu^st duVLl wav. to 
i unt.itti V os(s 



CON: Hospuals and di^eit^rs nni:ht cut haek tni 
the qualil) .are lhe\ [^rtnide 



5. Make all Medicare and Medicaid recipients pav more ot their own bdls 
beli^re ct^vcraiic bci:iiis 

PRO: li wtuild discouraLjt unnevess.i?\ UNe <M CON: Mi^i?hi prevent some [Vii[>le. eNfxvialU 
the health v. ire svsti-ni ihe [nun. tnuii scekini: the tare ihev need 

6. Impose liiiiher dcduclihlcs on Medicare recipients with hiiiher incomes 

PRO: It IN l.iu it> make lliosc vs-lu) van allord CON: SirKe \ve all pa\ int(^ Medieare. it s run 
it» p.iv niou* lair !(^r stime V\ ijel nii^re benelUs than (Others 

7. kcqmrc Medicaid recipients \o use clinics, HMOs, and other tacililies 
with a reccMd ot holdinii down ciKis 

PRO: la\pa\eis shnnld onl) ha\e to \\\\ tor (U)N: It the piun are treated ditlcrenllv Inun 
the nu^si I'ttiueru liums *it treatment e\er\(Uie eUe, their eare \mII ineMiabU be 

ti^me second rale 

8« Raise laves it) pav the increasing ctvsts ot Medicare and Medicaid 



PRO: \nv 1 utbai k*. \\\ iIum* pr(\i:ranis woij 
K t»p,iiili/r |H O|WeN lu alrh 



CON: I 'niair ti^ raise \es uhen man\ t>l the 
elderl) ean ath^d pa> nmre ihemscKes 
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Should 
Do 
Now 



□ 



Only 
If 



Should 
Not 
Do 



□ 



□ □ 



Not 
Sort 



□ □ □ □ 



□ □ □ □ 



□ □ □ □ 



□ □ □ □ 



□ 



□ 



□ □ □ □ 



□ 



f 



Proposals: 



Should Should 
Do Only Not Not 
Now If Do Sure 



C. Limit heroic measures to contain costs: 

9. Relax malpractice laws to encourage doctors to perform fewer diagnostic I I I I I I I I 

tests and practice less "defensive" medicine I 1 LJ I 1 ' 1 

PM: Both ^Mdensivc** medicine and ihc cosi COI: Tukes away a palicni s right li> suc\ the 
ol nialpraclKC insurance add lo health care best protection people have 

inrtalion 



10. Define strict criteria about who is eligible for very expensive treatments 
such as4)rgan transplants 

HIO: Those v\ ho vvould derive the most bene- COM: Some people will be deprived of lile- 
tit would still iiet these priKedures saving care 



□ n □ □ 



11. Put strict limils on hospitals' ability to buy expensive technology such 
as C'T scanners 

PRO: Siioh i-quipnicni is usuiillv available in CON: Such equipment miiiht not tx- there Un 
nearb> hospitals those v.ho need it 

Part II: 

l-or each o\ the following, mark whether you favor or oppose this measure. 

Favor 

12. Institute a national health insurance program that would 

guarantee health insurance for all Americans I j 

13. l-xpand Medicare lo provide catastrophic illness protec- 
tion to all recipients I 1 

14. l-xpand Medicare to cover the cost ot prescriptions, eye- 
glasses, and hearing aids J 1 



□ □ □ □ 



Oppose 

( 1 

LI 
I 1 



Not Sure 
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Part III: 

[background Questions 

15. Which ot" the following DPA activities did 
vou participate in'.' 

Read the booklet i ! 

Attended a forum ! ! 

Both I ; 

Neither ' 

16. Did >ou participate in a DPA lt)ruin la.\t >eai? 

\es 1 ; 

No ' 

17. Did >ou lorvMll \oul participate in DPA tor 
ums on other topics ihi.\ vear'.' 

^cs '• : 

No : ' 



18. Which of these age groups are you in? 

Under 18 

IS to 2^^ 

30 to 44 

45 to 64 

f>5 and o\ci 



! 1 



19. Arc yoii a man ov a vvonian'.^ 

Man 

Woman 
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''1 know no safe 
depository of the 
ultimate powers 
of the society hut the 
people themselves; 

and if we think 
them not enlightened 
enough to exercise 
their control with a 
wholesome discretion , 
the remedy is not 

to take it 
from them, hut to 
inform their discretion 
hy education/' 
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